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CORRECTIONS  IN  VOLUME  51 

page  4016  -  Line  1  should  read  "that  is  in  any  way  at  all." 

Page  4017  -  Last  line  should  read  "my  conclusions  are  faulty." 

Page  4024  -  Lines  3  and  4  "Q.  And  you  do  not  now . 

A.  I  do  not  now . " 


MR.  MCDONALD:  Mr.  Chairman,  yesterday  during  his 

evidence,  Mr.  Zinder  referred  to  a  computation  as  to  rate 

of  return  assuming  a  well  price  of  5  cents  per  M.C.F.  ,  60 

wholly  owned  gas  cap  wells.  I  have  had  that  computation 

typed  and  I  think  it  should  be  filed, 

STATEMENT  PRODUCED  HERE 
FILED  AS  EXHIBIT  128. 

MR.  FENERTY :  Mr.  Chairman,  just  before  we  proceed 

I  would  like  to  mention  this  matter  on  the  cost  approach, 
with  a  view  of  saving  cross-examination  if  I  can.  My 
appreciation  of  the  evidence  submitted  on  behalf  of  the 
Producers  yesterday  was  that  this  cost  approach  is  wholly 
unsound.  I  think  that  is  the  final  analysis  of  it  and  I 
W8S  wondering  whether  we  are  in  agreement  on  that.  Ve 
certainly  are  in  agreement  with  the  producers  that  that  is 
a  wholly  unsound  approach, 

MR.  HARVIE:  A  little  louder,  will  you  please,  Mr. 

Fener ty . 

MR.  FENERTY:  I  am  sorry.  I  say  we  are  certainly 

in  agreement  with  the  producers  that  that  is  a  wholly 
unsound  approach  and  I  was  wo nd ering  whether  under  those 
circumstances  it  was  even  necessary  or  desirable  to  go 
into  the  question  of  the  correctness  of  the  figures  used 
in  an  unsound  approach. 
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MR.  MCDONALD:  Well  the  approach  is  not  unsound  on  the 

figures  which  are  submitted  but  it  does  not  apply  to  the 
valuation  o  f  th  is  gas,  that  is  what  we  say.  The  approach 
is  entirely  aDund  as  far  as  it  goes. 

MR.  FENERTY:  Well  if  the  oil  interests  are  still 

advocating  that  approach,  I  suppose  that  some  time  we  will 
have  to  go  into  the  correctness  of  the  figures. 

THE' CHAIRMAN:  And  at  this  stage,  Mr.  Fenerty,  I  would 

not  even  desire  to  hint  that  I  have  arrived  at  any  conclusion 
whatever  on  the  points  mentioned. 

MR.  FENERTY:  Well  we  will  come  to  that  then.  I  thought 

we  could  gat  away  from  that  question  of  whether  the  figures 
are  correct. 

HANINA  ZINDER,  having  been  recalled, 
cross-examination  by  Mr.  Fenerty  continued: 

Q,  MR.  FENERTY:  Mr.  Zinder,  I  do  not  want  to  labor  the 

matter  but  I  want  to  go  back;  again  to  this  proposition  which 
I  called  the  "vicious  circle",  because  on  reading  the  evid¬ 
ence  last  night  it  seemed  to  me  that  perhaps  we  had  not 
gotten  together  on  the  conclusions  just  as  far  as  I  thought 
we  had.  Now  i  think  we  did  reach  the  point  that,  assuming 
that  coal  we  will  say,  stoker  coal  I  referred  to  specifically, 
is  competitive  under  present  conditions  with  gas  in  some 
instances,  and  I  used  the  illustration  of  a  large  industry, 
that  it  ’would  follow,  in  the  natural  course  of  events,  that 
an  increase  in  the  price  of  gas  would  result, in  some  at 
least,  of  those  large  industries  going  off  the  line.  I  think 
we  got  together  on  that  point,  did  we  not? 

A  On  the  assumption  that  you  had  mentioned. 

Q,  purely  on  that  assumption? 
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A  yes. 

Q  Now  I  repeat  again  you  are  not  committed  to  any  suggestion 
that  oo al  is  competitive.  Your  view  may  be  that  it  costs 
three  times  what  gas  does  but  on  the  assumption  that  it  is 
competitive  in  any  branch,  and  I  am  taking  large  industries 
on  the  assumption  that  that  might  be  the  first  place  where 
it  would  be  competitive,  but  I  will  put  it  this  way,  that 
with  respect  to  those  users  where  coal  is  competitive  and 
on  the  assumption  that  there  are  some . 

A  Yes . 

Q  . Those  users,  other  then  household  users,  will  go  off 

the  line,  that  is  fair  is  it  not? 

A  That  is  correct.  in  my  opinion,  that  is  correct,  but  I 

would  like  to  add  if  I  can,  Mr,  Fenerty,  what  I  had  in  mind 
by  competitive. 

Q  Yes. 

A  It  includes  not  only  a  comparison  of  the  heating  value  and  the 
price  per  unit  of  heating  value  in  the  two  fuels  being  equal 
but  also  all  other  advantages  that  put  that,  that  have  8  value, 
and  that  those  are  all  equalled  and .  by  competitive  I  mean, 
that  is  faking  your  statement  that  they  are  competitive,  I 
am  assuming  that  all  of  those  factors  are  equated  and  are 
eoual  and  on  that  assumption  an  increase  in  the  price  of  gas 
would  be  followed  by  a  decrease  or  dropping  off  of  some 
cu  st  o  me  r  s . 

Q,  Yes.  In  other  words  what  you  are  telling  me  is  when  you 

arrive  where  coal  is  competitive,  you  take  into  aocount  the 

✓ 

B.T.U. ’ s  in  the  ton  of  coal  snd  the  unit  of  gas,  whatever  it 
is,  1000  cubic  feet  or  whatever  it  may  be,  you  take  into 
consideration  the  maximum  end  the  minimum  of  efficiency  of 
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both  the  coal  and  the  gas,  all  of  those  items, 

A  I  say  there  are  additional  factors, 

Q,  Would  you  tell  me  whet  they  are  in  the  case  of  manufacturers? 

A  A  manufacturer  who  is  burning  gas  or  an  industry  who  is  burn¬ 
ing  gas,  if  he  were  to  convert  to  coal  today,  might  have  to 
scrap  some  investment  that  he  now  has  in  gas  burning  equip¬ 
ment  . 

0  Yes . 

A  He  might  have  to  make  an  additional  investment  in  some  coal 

burning  equipment.  What  it  would  be  I  am  not  prepared  to  say 
but  he  might, 

Q  Yes. 

A  He  might  have  to  find  space  to  store  this  coal. 

0,  Yes. 

A  Which  he  may  not  have  available  and  he  might  have  to  do 
something  about  that. 

Q,  Yes . 

A  And  there  are  other  factors,  all  of  which  add  to  the  balancing 
up  of  the  cost  . 

Q  Yes.  You  are  not  very  serious  over  the  storage  space,  are 
you? 

A  I  do  not  know.  I  am  simply  mentioning  factors  that  might 
have  a  bearing. 

Q,  You  have  to  recognize  his  possible  investment  and  the 

interest  on  his  investment  in  the  most  modern  equipment  and 
so  on? 

A  That  is  correct. 

Q,  But  taking  all  those  factors  into  consideration  and  assuming 

for  the  moment  that,  with  all  those  proper  factors  considered, 
that  ooal  is  competitive  in  any  branch  of  the  industry  or 


i 


; 


•  •.•'i 


‘  '  ). 


01-5 


H .  Zi  nd  er  , 

Cross- Exam,  by  Mr.  Fenerty. 


40  29  - 


commerce  where  gas  is  used  today,  then  I  say  when  all  others 
are  ella/ved,  that  any  increase  ih  the  price  of  gas  will 
result  in  the  loss  of  some  of  that  market, 

A  Co  rre  ct . 

Q,  And  it  also  follows,  does  it  not,  that  an  increase  in  the 
price  of  gas  under  the  conditions  we  have  in  Turner  Valley 
will  not  promote  new  markets. 

A  You  are  making  one  assumption  there  that  I  would  like  to  see 
if  I  am  correct  on,  -  you  said  that  an  increase  in  price  of 
gas  in  Turner  Valley  will  not  create  new  markets? 

o  Yes,  for  the  residue  gas. 

A  For  the  residue  gas? 

Q,  Yes, 

A  That  is  assuming,  I  suppose,  that  an  increase  in  that  price 
means  an  increase  in  the  retail  price,  is  that  what  you  are 
saying? 

Q  Oh  yes,  I  am  following  the  chain  through.  I  am  speaking,  no, 

I  am  speaking  now  of  the  retail  market. 

A  Yes. 

Q,  The  ultimate  market  in  Calgary  aid  I  say  an  increase  in 

price  to  the  ultimate  consumer  in  Calgary  and  Lethbridge  and 
so  on,  will  not  tend  to  promote  a  new  market  for  Its  use. 

A  That  is  correct. 

Q,  That  is  correct? 

A  Yes. 

q  All  right.  Well  I  do  not  want  to  labour  it  too  much,  but 

then  we  get  to  the  stage  that,  without  new  markets  and  with 
some  of  the  large  users  going  off  the  line,  you  have  a 
smaller  circle  of  users  who  must  necessarily  beer  the  carrying 
charges  of  the  operation,  do  you  not? 
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A  That  is  ri  ght . 

Q  That  is  right? 

A  With  one  possible  exception  if  I  might  cite  it. 

Q  Yes . 

A  If  the  market  that  has  dropped  happens  to  be  sold  below  cost 
then  you  are  dropping  something  which  will  be  of  advantage 
to  the  rest  of  the  consumers.  That  saving  is  a  market  possi¬ 
bility  but  I  do  want  to  make  that  qualification. 

Q,  But  you  are  aware  of  the  fact,  I  take  it,  that  certain  instal- 

% 

letions  have  been  made  having  to  do  with  the  gas  situation  in 
Turner  Valley,  some  of  which  have  been  made  with  the  approval 
of  this  Board,  others  of  which  have  been  msde  in  the  course 
of  time  during  the  use  of  ^s  in  Turner  Valley  and  that,  I 
want  you  to  assume  that  provision  must  be  made  for  payment  of 
those  installations,  for  payment  of  the  costs  of  operating 
end  the  amortization  of  the  cost  of  those  installations,  you 
see,  it  has  to  come  from  somewhere,  now  assume  that. 

A  All  right . 

Q,  Then  I  suggest  to  you  that  you  have  continued  fixed  charges 
which  must  be  met  by  a  smaller  circle  of  users. 

A  That  is  correct,  under  your  assumption. 

Q  Yes,  always  under  my  assumption. 

A  All  right. 

Q  You  are  not  admitting  anything  except  if  the  assumptions  are 
correct,  then  certain  conclusions  follow. 

A  All  right  . 

Q,  So  you  do  not  need  to  guard  yourself  again  on  that. 

A  All  right  . 

Q  Now  all  right,  and  that  in  turn  necessitates,  on  those 

assumptions,  an  increase  in  price  to  that  snaller  circle  of 
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users,  to  provide  the  funds  necessary. 

A  That  is  right. 

q  That  is  right  and  that  in  turn  necessitates  a  further  increase 
in  price  as  the  users  drop  off  the  line,  does  it  not? 

A  That  is  r i ght . 

q  Yes.  Now  I  just  want  to  refer  you  to  a  statement  of  your  own, 
Mr.  Zimder,  in  this  schedule  "1A" ,  the  last  two  lines 

"Thus  this  average  price  will  be  increased  materially 
with  a  reduction  in  deliveries  and  will  decrease  as 
deliveries  increase." 

That  is  what  we  are  talking  about? 

A  Th  at  i  s  r  i  gjit . 

q  "price  will  be  increased  materially  with  a  reduction 

in  deliveries". 

Now  then,  you  have  not  only  a  material 
increase  in  price  which  in  turn  results  in  another  group  of 
users  going  off  the  line,  do  you  not,  take  apartment  blocks, 
as  one  illustration  and  so  on. 

A  It  may  result  and  under  your  assumption  would  result, 
q  Yes. 

A  In  other  users  going  off  the  line, 

V 

q  They  will  either  go  off  the  line  or  their  commercial  oper¬ 
ations  will  cost  them  more, 

A  Ye  s. 

q  What  do  you  think  the  answer  to  that  is,  if  it  is  a  commercial 
operation? 

A  I  have  not  come  to  any  conclusion  as  to  the  situation  here 
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You  think  that  in  a  commercial  operation  they  would  not  be 
interested  in  the  dollars  and  cents  aspect  ? 

I  think  we  are  all  interested  in  the  dollars  and  cents  aspect* 
And  if  they  are  going  to  run  it  as  a  business  they  will  run  it 
on  business  principles  or  not  go  in  ? 

Yes. 

And  I  think  we  can  assume  this  that  if  they  are  running  it  as 
a  business  they  will  not  go  off  the  line  ? 

Yes. 

And  you  have  referred  to  another  situation  that  arises  in 
household  use  such  as  installation  of  electric  ranges  and  such 
things  that  will  take  place  even  in  household  use  ? 

That  is  correct. 

And  you  will  have  a  group  of  householders  in  any  community  no 
matter  how  much  they  may  desire  certain  things,  are  not  in  a 
position  to  spend  more  than  a  certain  amount  of  money,  won’t 
you  ?  Most  communities  have  those  kind  of  people  ? 

I  assume  you  mean  will  spend  a  certain  amount  of  money  for 
their  gas  and  oooking  and  pot  warming. 

They  are  limited  in  their  means  ? 

Oh  yes. 

And  if  that  progression  continues  and  prices  get  high  enough 

4 

in  what  I  call  a  vicious  circle,  you  will  have  certain  house¬ 
holders  that  can  afford  it,  will  turn  to  electric  ranges  for 
kitchen  use  and  so  on..  They  will  do  that. 

If  the  price  reaches  the  point  where  taking  all  these  factors 
I  have  mentioned  into  consideration  it  becomes  cheaper  with 
electricity  why  I  would  assume  they  would  change. 

That  is  not  the  point  I  am  making.  I  am  not  saying  if  the 
price  reaches  a  point.  I  am  making  the  point  with  you  in  this 
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progression,  it  is  going  to  reach  that  point.  It  cannot  help 
reaching  that  point.  Am  I  not  right  ? 

I  cannot  agree  to  that  conclusion  since  I  do  not  know  what 

%  * 

the  particular  facte  are  here  so  I  can  only  say  if  it  reaches 
that  point  that  is  what  will  happen.  I  agree  with  you. 

Are  you  telling  me  you  do  not  know  whether  the  facts  are  such  here 
that  you  should  not  even  consider  increase  in  price  ? 

MR.  MCDONALD:  What  do  you  mean  by  here  ? 

MR.  FENERTY:  Here  in  Calgary.  You  know  what  I  mean  ? 

I  do  not  know. 

* 

So  you  are  not  in  a  position  through  reason  of  absence  of  know¬ 
ledge  of  facts  to  offer  any  advice  as  to  the  price  of  gas  in 
Alberta  ? 

I  am  not  testifying  Mr.  Fenerty  as  I  understand  it  - 

MR.  MCDONALD:  Just  a  minute  Mr*  Fenerty.  Will  you  allow 

the  witness  to  finish.  You  are  breaking  into  his  explanation. 

MR.  FENERTY :  I  am  n.ot  interested. 

9 

THE  CHAIRMAN:  I  think  the  witness  is  being  most  fair  and 

was  in  the  middle  of  making  his  statement  when  you  interrupted 
him. 

HR.  FENERTY:  G-o  on  then. 

< 

I  am  not  testifying  with  regard  to  the  retail  rotes  in  Calgary 
and  the  position  that  they  occupy  in  relation  to  costs  oompet- 

i 

itive  levels  or  any  other  faotors  I  understand.  I  am  testify¬ 
ing  with  respect  to  the  price  to  be  recommended  for  the  value 
of  the  gas  at  the  well.  That  is  as  I  see  it  my  testimony. 

Thank  you.  Now  would  you  repeat  my  question  please. 

(Reporter  reads)  So  you  ore  not  in  a  position  through  reason 
of  absence  of  knowledge  of  facts  to  offer  any  advice  os  to  the 
price  of  gas  in  Alberta  ? 
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My  answer  would  bo  no  with  respect  to  retail  prices  in  Calgary. 
Thank' you.  Now  then  do  you  think  that  the  retail  prices  in 
Calgary  are  in  any  way  bound  up  with  the  well  hoad  price  in 
Turner  Volley  ? 

Thore  certainly  is  a  relationship.  The  retail  prices 

in  Calgary  I  would  assume  should  be  sufficient  to  pay  the  oost 
or  value  of  the  gas  at  the  well,  the  cost  of  gathering,  scrub¬ 
bing,  transmission  and  distribution.  I  say  they  should  be 
reflected  in  those  costs. 

Is  your  impression  of  the  situation  the  same  as  mine  that 
prices  to  the  ultimate  consumer  whether  they  buy  in  Calgary 
at  the  Ammonia  Plant,  the  Imperial  Refinery,  Lethbridge  or 
elsewhere,  that  those  are  the  sources  from  which  the  money 
for  the  gas  at  the  well  head  at  least  in  pert  will  come  ? 

Can  I  have  that  question  read.  I  have  lost  the  first  part. 

Yes.  (Previous  question  is  read) 

Yes. 

And  thore  is  no  use  discussing  the  price  at  the  well  head  which 
will  result  in  there  being  no  market  for  the  gas  is  thore  ? 

No. 

So  will  you  agree  with  mo  that  the  subject  which  I  have  boon 
discussing  about  the  uses  of  gas  by  the  retailing  and  the  loss 
of  the  prosont  market  has  a  direct  bearing  on  the  price  of  gas 
at  the  well  head  ? 

Yes. 

So  I  am  on  the  track  that  I  was  after  now.  Now  then  on  the 

*  * 

assumption  I  have  made  -  always  that  I  have  made  -  and  on  tho 

i 

basis  again  that  we  have  no  increase  in  the  market  but  a  con¬ 
tinuous  and  progressive  reduction  in  the  market.  You  see,  you 
agree  with  me  ? 
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MR.  MoDCNALD:  I  do  not  think,  Mr.  Chairman,  this  is  a 

fair  mothod  of  oross-oxamina t ion. 

THE  CHAIRMAN:  Wall  the  point  as  I  soo  it,  is  that  Mr. 

Zinder  is  giving  evidence  as  to  well  hoad  prico.  If  he  can 

4 

give  evidence  on  cross-oxamino tion  as  to  rosults  which  may 
follow  when  the  price  is  at  one  level  and  at  another  level 
then  I  think  he  should  give  the  evidence.  If  ho  is  unable 
to  do  so  he  can  say  I  do  not  know. 

MR.  MCDONALD:  It  seems  we  were  assuming  all  day  yester¬ 

day  and  again  this  morning. 

MR.  FENERTY:  I  did  not  got  the  conclusion  and  I  am  try¬ 

ing  to. 

THE  CHAIRMAN:  As  I  see  the  situation  I  am  directed  to 

fix  just  and  reasonable  prices  at  various  places  and  if  I  do 
that  and  the  people  say  I  won’t  buy  gas  at  that  price  that  is 
not  my  business.  I  am  to  fix  just  and  reasonable  prices  and 
then  it  is  for  the  consumer  to  say  whether  ho  will  buy  gas  at 
that  price  or  whether  ho  will  not. 

MR.  FENERTY :  I  will  not  bo  long  on  that  now. 

4 

THE  CHAIRMAN:  Mr.  Fenorty,  do  not  curtail  your  cross- 

examination  because  of  anything  I  have  said.  Go  right  ahead. 

Q,  MR.  FENERTY:  Now  then  we  are  gradually  coming  to  some 

kind  of  a  point  and  wo  have  got  this  progression  that  we  have 
referred  to  as  I  understand  it  and  see  if  you  will  agree  with 


me . 

MR. 

HARVIE: 

A  little  louder  please. 

Q, 

MR. 

FENERTY : 

I  am  very  sorry.  We  have  got  to  the  point 

where  the  prices  continue  te  rise  and  your  circle  of  consumers 
continue  to  decrease.  I  suggest  to  you  that  you  ultimately 
necessarily  get  to  the  point  whore  not  only  all  manufacturers 
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^nd  commercial  undertakings  go  off  the  line  but  a  group  of 
householders  who  oannot  afford  to  stay  on  any  longer  go  off 
the  line.  Is  that  fair  ? 

It  may  be  Mr.  Fenerty.  It  may  be. 

That  is  tho  situation  we  have  to  face  and  contemplate  anyway. 
You  agree  with  me  on  that  ? 

I  do  not  agree  with  you  there,  I  do  not  know  whether  you  have 
to  contemplate  that  or  not.  I  do  not  know  what  the  situation 
might  be  in  the  city  of  Calgary  if  the  price  of  gas  were  to  go 
up  let  us  say  one  cent,  two  cents,  three  cents  or  more.  That 
requires  a  considerable  study. 

Well  I  see  now  then  I  will  get  back  to  what  I  discussed  with 
you  a  minute  ago.  After  some  discussion  you  did  get  to  the 
point  with  me  that  the  price  of  gas  in  Calgary  and  Lethbridge 
to  the  ultimate  consumer  has  a  direct  bearing  on  the  price 
that  can  be  obtained  at  the  well  head  ? 

It  is  one  of  the  factors  I  think  that  should  be  considered. 

It  has  a  direct  bearing  on  it  ? 

As  I  said  I  believe  in  my  testimony  that  the  value  of  the  ser¬ 
vice  to  the  ultimate  consumer  sets  in  my  opinion  the  ceiling 
of  prices  that  can  be  charged. 

Yes  I  see. 

And  in  that  mannor  has  a  bearing,  yes. 

All  right.  Now  then,  let  us  assume  then  for  the  sake  of  argu¬ 
ment  that  you  get  to  the  point  where  tho  manufacturer  and 
commercial  undertakings  and  some  householders  go  off  the  line  ? 
I  have  assumed  that  with  you. 

All  I  will  get  you  to  say  is  I  assume  ? 

Yes. 

All  right.  We  will  assume  it  for  a  moment.  Have  you  made  any 
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Q, 


A 
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A 


study  at  all  of  the  oost  of  the  undertaking  as  it  exists  today 
in  supplying  gas  to  the  present  market  ? 

My  investigation  was  limited  to  the  production  facilities  and 
not  to  the  gathering  or  distribution  facilities. 

No  I  am  talking  about  everything,  amortization,  cost  of  equip¬ 
ment,  interest,  wages,  repressuring,  everything  that  is  going 
into  and  the  part  of  repressuring  that  does  go  into  the  price 
of  gas  ? 

I  have  not. 

So  that  you  are  not  in  a  position  to  say  whether  or  not  that 
brave  little  band  of  remaining  householders  can  carry  it  or 
not  ? 

Carry  what  ? 

The  cost  of  Turner  Valley  operations,  the  dry  gas  operation. 

You  see  we  have  assumed  now  that  you  have  got  no  increase  in 
market,  everybody  is  off  the  line  with  the  exception  of  a  few 
householders,  without  a  study  of  the  costs  of  those  operations 
you  do  not  know  whether  those  remaining  householders  can  carry 
it  or  not  ? 

No  I  do  not.  I  do  not  know  what  the  total  costs  of  service 
are. 

You  have  a  suspicion  have  you  not  ? 

I  do  not  think  I  can  even  say  that. 

t 

Well  just  as  man  to  man.  To  you  suggest  that  the  few  house¬ 
holders  or  the  many  householders  if  you  like  who  will  pay  any 
price  at  all  for  gas,  ten  times  the  cost  of  fuel  oil  or  anything 
you  like  to  say,  carry  the  Turner  Valley  operations  ? 

I  am  not  suggesting  that. 

You  do  not  know  ? 

That  is  right. 
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Q»  And  “W q  have  you  saying  that  tho  cost  of  gas  in  Calgary  is  one 
of  tho  factors  that  determines  the  price  at  the  well  ? 

A  That  is  right* 

w>  Q,  And  you  donT  t  know  whether  the  cost  of  gas  in  Calgary  as  a 
result  of  an  increase  will  result  in  the  loss  of  the  entire 
market  or  not ,  do  you  ? 

A  I  do  not  think  I  can  answer  that  question.  The  present  price 

of  gas  which  is  not  resulting  in  the  loss  of  the  entire  market. 

Q,  I  am  not  talking  about  the  present  price  and  I  think  you  know 
that.  You  talk  about  a  present  increase  to  a  point  that  I 
suggest  to  you  cannot  be  carried  by  a  few  householders.  You 
say  you  do  not  know  whether  they  can  carry  it  or  not.  I  am 
going  to  ask  you  to  assume  again  that  they  either  cannot  or 
wonTt  carry  it  for  the  life  of  Turner  Valley.  That  is  not  an 
unreasonable  assumption,  you  see.  Let  us  say  we  have  got  up 
to  the  price  of  ten  times  the  price  of  the  same  for  heating  - 
THE  CHAIRMAN:  Except  that  the  question  answers  itself. 

Q,  MR.  FEWER TY :  I  just  want  to  see  how  open  our  minds  are. 

You  see  you  have  got  to  the  point  whore  you  do  not  know  whother 
those  householders  can  carry  it  ? 

A  That  is  right. 

Q,  You  have  got  to  the  point  where  you  say  you  do  not  know  the 
cost  of  oarrying  them  ? 
f  A  That  is  right. 

(  G-o  to  Page  4039  ) 
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Q,  And  you  have  got  to  the  point  where  the  cost  of  carrying  it, 
that  is  the  cost  to  the  consumer,  is,  one  of  the  essential 
elements  in  determining  the  price  in  Turner  Valley,  haven’t 
you?  You  have  made  that  statement  before? 

A  It  sets  the  upper  limit. 

Q,  It  sets  the  upper  limit? 

A  Yes . 

Q,  It  is  one  of  the  elements?  ' 

A  That  is  correct. 

Q,  And  if  you  do  not  know  all  of  the  factors,  let  alone  part 

of  the  factors,  going  to  determine  the  price  in  Turner  Valley 
there  is  no  way  you  can  make  a  suggest  ion  as  to  the  price 
in  Turner  Valley,  is  there? 

A  I  have  not  made  any  recommendation  at  this  point  as  to  the 
value  of  gas  in  Turner  Valley  field. 

Q,  Yqs,  but  I  am  going  further.  And  you  cainot  do  it  without 
knowledge  of  these  factors,  is  not  that  right? 

A  I  would  think,  Mr .Fenerty, that  knowledge  of  the  relationship 

between  the  cost  of  gas  and  its  value  to  the  ultimate  consumer 
would  be  a  factor  necessary  to  arrive  at  the  value  of  gas  in 
the  field,  yes.  And  the  cost  to  be  deducted  from  that  value. 

Q,  Would  you  go  so  far  with  me,  Mr.  Zinder,  not  as  a  matter  of 
fact  but  as  a  matter  of  expert  opinion,  that  where  you  have 
made  or  where  you  make  the  assumptions  I  have  asked  you  to 
make,  this  gradual  progression  that  I  have  gone  over  with 
you  twice,  including  the  assumption  that  you  do  not  get  any 
further  markets  by  gradually  increasing  prices,  that  will 
in  the  end  necessarily  result  in  the  loss  of  the  present 
Turner  Valley  market ,  isn’t  that  the  logical  and  inevitable 
result  of  those  assumptions  being  correct? 
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IP  Q, 

A 
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If  your  assumptions  are  correct. 

If  my  assumptions  are  correct  that  is  the  result,  isn’t  it? 
That  would  be  the  result. 

That  is  what  I  want  to  get  at. 

All  right. 

Now,  I  was  interested  in  your  remarks  there  about  the  higher 
limit  of  prices,  and  it  occurred  to  me  that  you  were  thinking 
much  along  the  same  lines  as  Mr.  Hill,  who  gave  evidence  in 
this  Inquiry.  I  do  not  know  if  youknow  of  that  evidence. 
But  I  want  to  read  to  you  what  Mr.  Hill  said  at  pages  1780 
and  1781, in  dealing  with  tho  things  that  the  Commission 
should  consider.  He  said: 

ITThey  should  consider  present  day  value  and  I  know 
of  no  better  way  to  consider  present  day  value 
than  the  reproduction  oosts  new  conservatively 
made..  They  should  consider  historical  costs 
and  the  circumstances  under  which  that  cost  was 
incurred,  namely,  whether  it  was  built  by  an 
operating  organization  or  whether  it  was  built 
at  one  single  time  under  normal  construction 
conditions  and  they  should  consider  the  value 
of  the  services”  - 

this  is  the  part  that  want  you  to  consider,  -• 

T,that  is  what  tho  property  is  worth  to  its  users 
and  they  should  consider  that  as  a  maximum  rate 
above  which  they  should  not  go,  no  matter  what 
rate  base  they  use.  That  is  the  top.  They 
mus  t  not  go  higher  than  the  product  is  worth 
becaise  if  they  do  the  users  will  not  buy  it.” 


That  is  your  idea  too,  isn’t  it?  It  is  the  maximum. 
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A  With  regard  to  the  value  of  services,  that  is  correct. 

Q,  And  on  this  assumption  I  have  made  and  on  the  answer  that  you 

have  given  me,  on  the  basis  of  these  assumptions,  an  increase 
in  prices  now  necessarily  results  in  a  maximum  rate  much 
above  what  the  users  will  pay,  doesn’t  it,  and  they  go  off 
the  line? 

A  Well,  you  would  have  to  assume,  Mr.  Fenerty,  that  the  increase 
in  price  would  force  them  off  the  line,  and  I  am  saying  on 
that  assumption  that  is  correct. 

Q,  On  that  basis,  if  that  is  right? 

A  Yes . 

Q  And  some  will  go  off  the  line.  And  you  have  told  me  that 
some  will  go  off  the  line  if  coal  is  competitive  with  all 
the  elements  considered,  then  you  inevitably  have  got  at  some 
time  something  above  the  maximum  rate  at  which  the  consumers 
will  buy? 

A  That  is  right . 

0 

Q,  And  you  and  Mr.  Hill  both  advise  against  running  into  that 
situation,  don’t  you? 

A  Yes . 

Q,  And  then  if  my  assumptions  are  correct,  then  you  cannot  have 
an  increase  in  prices  in  Turner  Valley,  that  is  the  final 
result  isn!t  it? 

A  Well  Turner  Valley  is  only  one  factor  in  the  picture. 

Q,  That  follows  from  all  those  assumptions,  doesnTt  it? 

A  Well,  that  means  that  you  cannot  have  an  increase  in  prices 

anywhere  along  the  line. 

Q,  Thatmeans  that  you  cannot  have  an  increase  in  prices  anywhere 
.  along  the  line  in  Turner  Valley  without,  losing  the  market, 
does  not  that  follow? 


THE  CHAIRMAN : 


Supposing  this  increase  was  a 
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•  * 
tenth  of  a  cent? 

MR.  FENERTY:  •  •  ^ardon? 

THE  CHAIRMAN:  Supposing,  this  increase  was  a  tenth 

of  a  cent? 

MR.  FENERTY:  I  was  wrong  in  what  I  said.  My 

question  was  too  limited. 

Q,  May  I  put  it  this  way,  you  cannot  have  an  increase  in  the  price 
in  Turner  Valley  that  is  reflected  in  the  rates  to  the  ultimate 
consumer  without  losing  the  market? 

MR.  MCDONALD:  On  what  assumptions? 

A  THE  WITNESS:  I  cannot  agree  to  that,  Mr.  Fenerty. 

On  your  assumptions,  Mr.  Fenerty,  in  which  you  have  mentioned 
no  increase  in  prices  specifically,  but  you  have  assumed  that 
any  increase  in  prices,  or  some  increase  in  prices  that  you 
have  not  divulged,  would  cause  certain  reactions  in  the 
Calgary  market ,  those  reactions  being  loss  of  business,  that 
it  would  immediately  go  beyond  the  value  of  the  service  to  the 
various  customers,  various  classes  of  customers. 

MR.  FENERTY:  Yes? 

A  Nowro.nthoss  assumptions,  the  increase  in  prices  that  youhave 
mentioned,  not  mentioned  but  the  increase  in  prices  that  you 
have  in  mind,  which  I  take  it  is  anywhere  from  zero  up  to 
a  dollar  per  MCF,  it  might  be  any  place,  would  cause  thee 
reactions  which  you  have  indicated,  you  practically  assumed 
that. 

Q,  Just  a  minute.  I  did  not  ask  you  to  assume  that  increase  in 
price  would  cause  loss  of  business? 

A  Yes . 

/  # 

Q,  I  asked  you  to  start  with  the  assumption  that  coal  was  com¬ 
petitive.  Nov,  considering  all  the  factors  that  you  ment  ion 
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in  on6  branch  of  the  industry,  and  you  agreed  with  me  that 

if  that  was  so  an  increase  in  price  would  result  in  some  loss 

of  business,  didn’t  you? 

That  is  correot. 

Q, 

3o  that  there  was  no  assumption  that  the  increase  in  price 

would  result  in  the  loss  of  business.  I  got  your  answer  as 

A 

an  expert  that  that  would  happen? 

♦ 

• 

That  is  correct. 

Q. 

And  you  have  told  me  that  the  price  in  Calgary  has  a  direct 

relationship  to  the  price  in  Turner  Valley,  that  is  one  of 

the  elements? 

A 

That  is  right. 

Q. 

f> 

And  I  say  that  my  assumption  that  coal  is  competitive  in  one 

branch  of  the  industry,  considering  all  the  factors  as  correct 

which  have  been  necessarily,  which  then  necessarily  follow 

from  that  progression  that  we  have  gone  through,  that  any 

increase  in  prices  from  the  present  price,  which  is  competitive 

with  coal,  we  will  say,  assuming  this,  results  in  the  ultimate 

loss  of  the  present  market. 

MR.  MCDONALD:  Just  a  minute,  Mr.  Fenerty.  It  was 

the  assumed  price  competitive  to  coal? 

MR.  FENERTY:  That  is  the  only  basis  I  am  talking 

abo ut . 

MR.  MCDONALD:  You  say  in  the  assumed  price. 

THE  CHAIRMAN:  Of  course  the  witness  has  answered 

this  question  five  or  six  times  this  morning. 

MR.  FENERTY:  I  am  sorry,  I  did  not  think  he  had. 

THE  CHAIRMAN:  That  is,  Mr.  Fenerty,  if  we  still 

have  your  basic  assumption  in  all  these  questions  that  coal 

is  competitive,  and  every  factor  between  coal  and  gas  has  been 

properly  equated,  then  you  have  reached  the  point  which  they 
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call  the  equilibrium,  then  on  that  basis  or  on  that  assumption 
that  is  the  answer  to  the  question. 

MR.  FENERTY:  As  long  as  we  are  clear  on  that. 

Q,  I  want  you  to  assume  one  thing  only,  that  coal  is  conpe  ti  tive 
in  one  branch,  and  everything  else;  are  we  in  agreement  on 
that  then? 

A  Yes. 

Q,  Well  we  will  leave  that  subject.  Now  I  am  going  to  refer  you 
to  a  s tat ement in  Barnes  Economics  of  Public  Utility  Regulation 
at  page  544. 

”If  the  inability  of  the  Company  to  earn  the  full 
return  is  a  result  of  an  investment  which  is  out 
of  proportion  to  the  market  which  the  utility  is 
serving,  the  loss  must  fall  on  the  security  holders 
the  responsibility  for  the  unprofitable  conditions 
cannot  be  placed  on  the  consumers.” 

Now,  in  the  light  of  that  statement,  I  will  ask  you  presently 
if  you  agree  with  it.  In  the  light  of  that  statement,  if  we 
have  a  situation  as  a  result  of  the  progressive  loss  of  markets 
that  we  have  referred  to,  which  results  in  an  investment  which 
is  out  of  proportion  to  the  market  the  utility  is  serving, 
you  see? 

A  Yes. 

Q,  Our  investment  continues  and  this  market  has  gone  down  to  the 
point  I  have  talked  about,  Mr.  Zinder,  I  suggest  to  you  that 
if  this  proposition  is  sound  the  loss  must  fall  on  the  utility. 
Do  you  agree  with  that? 

A  May  I  see  that? 

Q,  Yes?  I  know  a  person  has  to  look  at  these  things. 

(Book  to  witness). 

A  That  involves,  Mr.Fenerty,  the  question  of  the  definition  of 
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what  is  an  investment  which  is  oat  of  proportion  to  the  market 
which  the  utility  is  serving. 

Yes  ? 

If  what  Ur.  Barnes  means  is  that  to  earn  a  fall  return  on  that 
investment  would  bring  the  cost  of  service  above  its  value, 
then  I  would  say  you  could  not  pass  on  the  fixed  charges  on 
that  investment  or  that  increment  of  the  investment 
which  places  the  cost  of  service  above  the  value  to  the  consumer. 
Yes,  I  see.  But  would  you  go  this  far  with  me,  that  what  we 
have  discussed  and  the  situation  as  you  now  see  it,  is  such 
that  in  your*  opinion  the  proper  approach  to  this  problem 
is  something  other  than  increases  in  rates.  Can  yougo  that 
far  with  me? 

No,  I  would  not. 

You  would  not? 

No. 

You  would  not  go  quite  up  to  that? 

No. 

It  may  be  that  you  will  go  that  far? 

It  may  be . 

Yes.  I  see.  Now,  we  had  a  discussion  with  you  yesterday  'which 
may  have  been  perhaps  mere  academic  than  practical,  but  I  want 
to  go  into  it  a  little  further  anyhow,  about  advantages  and 
disadvantages  that  this  country,  Alberta,  I  will  be  specific, 
enjoys  in  labour.  You  remember  I  talked  about  freight  rates 
and  commercial  undertakings? 

Yes . 

And  I  suggest  that  as  far  as  we  got  yesterday,  we  fbund  one 
portable  advantage,  and  that  was  natural  gas,  that  is  one  we 
had  mentioned  that  might  be  an  advantage? 

Y6s. 
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Q,  And  you  agreed  with  me,  I  think,  that  it  might  be  possible  to 
capitalize  on  that  advantage  by  bringing  in  industries  and 
getting  a  balanced  economy,  if  it  were  possible  to  reduce  gas 

i 

prices? 

A  Yes. 

Q.  And  that  there  might  be  a  possibility  that  that  would  result 

in  greater  profit  in  the  end.  That  depends  on  many  c  ire  urns  t  ances 

A  That  is  right. 

Q,  Now,  as  you  are  aware,  a  brief  has  been  submitted  on  competitive 
fuels  which  is  going  to  be  revised,  and  which  also  will  form 
part  of  your  submission,  and  which,  I  take  it,  will  also  be 
revised  to  correspond  with  the  revision  in  th6  other  brief? 

A  That  is  correct. 

Q,  But,  I  gather  from  the  fact  that  you  have  mentioned  the  subject, 
that  you  consider  the  question  of  competitive  fuels  one  of  the 
proper  approaches  to  the  price  of  gas,  both  at  the  wellhead 
and  in  the  retail  market ? 

A  That  is  correct. 


(Go  to  page  4047  ). 
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Q, 

And  I  suggest  to  you  that  that  approach  involves  an,  approach 

to  this  problem  directly  opposite  to>  that  which  I  mentioned 

a  while  ago,  that  is  lowering  prices  and  bringing  in  addition¬ 
al  users.  I  suggest  to  you  it  necessarily  involves  this 

approach,  we  have  now  an  advantage  or  an  asset  in  natural 

gas,  you  see. 

A 

Yes. 

Q 

\ 

The  price  of  Drumheller  coal,  we  will  say,  is  so  much  and 

we  cannot  compete,  for  instance,  with  it  at  present  prices. 

We  cannot  compete  with  electrical  energy  and  water  power. 

We  will  forget  all  about  competition  and  any  advantages  we 

enjoy.  Our  position  is  that  although  the  price  of  Drumheller 

coal  is  so  much,  we  are  entitled  to  have  the  price  of  gas 

brought  up  to  an  e  cue  lit  y  with  that  coal.  Do  you  think  that 

is  a  fair  approach  to  this  thing  and  that  we  should  enjoy 

the  advantages  of  natural  gas?  Do  you  think  that  is  a  proper 

approa  ch? 

A 

I  think  that  is  a  fair  approach. 

Q 

And  do  you  think  that  we 'have  made  enough  money  already  from 

the  oil  and  the  gasoline  content  that  the  price  of  gas  should 

be  lower? 

A 

I  think  it  should  be  recognized  that  that  is  one  approach. 

0J:  Q 

A 

And  would  you  think  that  that  might  be  a  sound  approach? 

No,  I  do  not  think  so. 

Q 

All  right. 

THE  CHAIRMAN:  I  wonder  if  a  lawyer  ever  gets  to  the 

situation  where  he  has  made  enough  money? 

MR.  FENERTY:  I  do  not  suggest  that. 

THE  CHAIRMAN: 
ges  industry. 


Or  if  that  only  applies  to  the  oil  and 
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MR.  FENERTY:  From  my  knowledge,  and  I  have  been  assoc¬ 

iated  with  law  for  a  long  time,  we  never  can  make  enough  money, 
THE  CHAIRMAN:  I  agree. 

Q,  MR.  FENERTY:  Now  by  the  way,  -Mr.  Zinder,  in  this  cost 

approach  based  on  60  wells  I  gather  now  you  are  suggesting 
to  revise  your  statement  and  are  discarding  the  original 
figures  and  working  on  the  submission  of  Mr.  Hamilton? 

A  That  is  correct. 

Q  You  have  made  no  independent  inquiry  or  survey  to  indicate 
which  of  those  wells  have,  if  any,  been  abandoned? 

A  No,  I  have  not. 

Q,  And  which  are  used  and  useful  today? 

A  I  have  not. 

Q  You  are  simply  working  out  the  figures  based  on  the  statement 

contained  in  Mr.  Hamilton’s  submission? 

A  That  is  correct.  I  have  used  Mr.  Hamilton’s  figures  and  if 
it  develops  that  they  are  incorrect  the  calculations  can  be 
revised  accordingly. 

Q  So  that  if  we  do  not  like  those  figures,  we  have  to  talk  to 
Mr.  Hamilton,  that  is  about  the  size  of  it? 

A  Any  question  with  regard  to  these  figures  I  would  assume 
would  be  taken  up  with  Mr.  Hamilton. 

Q,  Then  I  will  not  discuss  them1  with  you. 

A  Yes  si r, 

Q  I  want  to  come  to  the  comparisons  of  the  values  and  costs 

of  Turner  Valley  gas  and  other  fuels.  Am  I  right  in  assuming 
you  have  made  some  inquiries  as  to  the  properties  and  analyses 
of  Turner  Valley  gas? 

A-  In  e  general  way,  yes. 

Q,  And  as  to  scrubbing  costs? 
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The  question  of  scrubbing  costs  is  one  which  I  understand  is 
before  this  Board. 

You  have  not  gone  into  it? 

I  have  reviewed  some  of  the  submissions  with  respect  to  thes 
costs  as  they  are  before  this  Board. 

And  compression  costs? 

Ye  s. 

And  recompression  costs  and  storing  in  the  structure? 
in  a  general  way,  yes. 

Have  you  made  any  investigations  as  to  the  dual  function  per 
formed  by  that  gas  in  relation  to  natural  gasoline  and  well 
lifts  as  well  as  the  dry  gas  industry? 

In  a  general  way  to  this  extent  that  the  use  of  gas  in 
relation  to  the  oil  itself,  bringing  up  the  oil  in  question 
as  I  understand  is  the  situation  here  and  as  found  in  many 
cases  in  oil  wells  in  the  States. 

And  in  discussing  the  competitive  prices  of  coal  I  see  by 
the  submissions  which  I  understand  are  going  to  be  revised 
that  they  were  based  to  some  extent  on  Drumheller  coal 
delivered  in  cal  gory. 

That  is  one  element  . 

That  is  right. 

Also  there  was  discussed  fuel  oil  in  Calgary. 

That  is  right  and  I  take  it  that  in  making  a  comparison  of 
competitive  fuels  you  would  not  use,  for  instance,  the  price 
of  bituminous  coal  at  the  pit  head  in  Cape  Breton,  Nova 
Scoti a . 

It  might  have  an  influence. 

Or  Anthracite  in  Pennsylvania? 

It  would  have  an  influence. 
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Q,  But  you  do  not  think  of  using  them,  do  you?  You  take  the 
price  of  coal  in  Calgary,  don’t  you? 

A  For  determining  the  competitive  s  ituat  ion  w  it  h  respect  to 
fuels  in  Calgary. 

Q,  .And  that  is  the  only  besis  you  can  take,  is  it  not*,  the  price 
in  Calgary? 

A  I  would  say  it  is  not  the  only  one  but  I  think  it  is  the  most 
significant  one. 

Q,  I  see. 

A  Yes. 

Q,  Well  let  us  pursue  that  a  little  bit. 

A  Ye  s. 

/ 

Q,  Suppose  I  produce  evidence  to  you  that  the  price  of  certain 
coal  that  is  capable  of  being  burned  in  Cslgary  is  much  less 
at  the  pit  head  in  Nova  Scotia  than  the  price  of  Drumheller 
coal  in  Calgary.  Would  that  modify  your  comparison? 

A  If  it  meant  that  that  coal  could  be  brought  into  Calgary  at 
a  lower  price  than  Drumheller  coal. 

Oh  no.  Suppose  I  say  to  you  you  cannot  compare  the  price  of 

Drumheller  coal  in  Calgary  with  its  B.T.U.  content  and  all 

' 

the  rest  of  it  with  gas  in  Calgary  because  I  can  get  bit¬ 
uminous  coal  at  the  pit  head  in  Nova  Scotia  fbr  less  or 
anthracite  in  Pennsylvania  for  less.  I  say  would  you  say 
that  has  nothing  to  do  with  it,  Would  you? 

A  No ,  I  thought  I  said,  Mr.  Fenerty,  that  if  that  coal  could 
be  gotten  at  these  distances  at  less  and  brought  here  into 
Cal  gary  at  1  ess  . 

Q,  But  if  I  said  I  refused  to  discuss  with  you  the  cost  of 
bringing  it  to  Calgary  and  I  say  that  you  cannot  take 
Drumheller  coal  in  Celgsry  as  a  fair  test  because  I  can  get 
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bituminous  coal  for  less  in  Nova  Scotia,  would  you  say  I  am 
just  off  the  track?  Would  you?  I  have  got  to  bring  it  to 
Calgary  and  compare  the  prices. 

A  If  you  have  prices  in  Calgary,  I  would  certainly  think  that 
you  would  compare  those  prices. 

Q,  The  price  at  the  pit  head  in  Nova  Scotia  has  nothing  to  do 
with  it  except  if  you  had  a  certain  freight  rate  by  which 
you  might  get  it  to  Calgary  at  a  certain  price. 

A  That  is  correct. 

Q  But  that  reply  does  not  apply,  I  take  it,  in  your  submission 
to  determining  the  gas  prices?' 

A  I  would  say  the  same  thing  is  true  with  respect  to  determining 
gas  prices, 

Q,  Now  you  refer,  'in  your  submission,  to  various  prices  in 
various  fields  in  the  States. 

A  Yes. 

Q  And  average  prices? 

A  Yes. 

Q  And  as  a  result  of  those  computations  as  I  gather  you  wind 

up  with  a  suggestion  that  a  five  cent  price  at  the  well  head 
might  be  proper  in  Turner  Valley.  Does  that  follow  from 
those  conclusions? 

A  I  have  not  suggested  or  recommended  eny  price  at  this  time. 


(Go  to  page  4052) 
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Oh,  you  have  not  ? 

I  have  not. 

And  you  are  not  in  a  position  to  do  so  ? 

I  might  have  an  opinion  on  this  point  with  respect  to  that 
matter. 

But  you  are  not  in  a  position  to  make  a  recommendation  ? 

I  would  say  ,Tno:f  at  this  time. 

Now  I  want  to  refer  for  a  moment  to  one  of  your  references, 
Page  9  in  this  brief,  the  Hugoton  field,  is  that  the  way  you 
pronounce  that  ? 

Hugo -ton. 

On  Page  9  you  refer  to  a  recent  case  before  the  Corporation 
Commission  of  Oklahoma  in  which  the  Commission  found  that: 

"No  gas  should  be  used  in  the  manufacture  of  carbon 
black  at  a  price  less  than  the  going  price  of  gas  in 
said  field." 

"That  the  going  price  of  gas  in  the  Hugoton  field  in 
Texas  County,  Oklahoma,  is  at  this  time  not  less  than 
five  cents  (5^)  per  M.C.F." 

Now  does  that  appear  to  you  to  have  been  an  Order  or  a  Judg¬ 
ment  to  prevent  gas  being  sold  for  less  than  five  cents,  is 
that  what  that  was  ? 

It  does  to  me,  Mr.  Fenerty. 

It  does  ? 

Yes. 

/ 

I  see,  so  that  there  is  a  disposition  to  sell  gas  at  less 

than  competitive  prices,  shall  we  say,  if  there  is  a  market,  - 

\ 

is  that  the  situation  in  the  United  States  ? 

There  would  appear  to  be  a  disposition  to  prevent  certain  sales 
of  natural  gas  that  might  be  below  the  market  or  below  what 
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this  Commission  seemingly,  the  Oklahoma  Commission,  considered 
to  be  a  fair  value  for  the  gas* 

I  see . 

Prices  in  any  field  will  vary  some.  In  my  opinion  over  a  period 
of  time  they  will  tend  to  reach  an  equilibrium* 

Yes,  you  said  that  a  moment  ago  ? 

Yes. 

But  it  does  not  necessarily  follow  that  those  prices  which  you 
have  quoted  are  competitive  prices  does  it  ? 

Yes,  it  might  be  competitive.  For  example,  in  answering  that 
question  that  way,  gas  at  five  cents  in  the  Hugoton  field 
could  be  piped  or  transported  as  much  as  nine  hundred  miles 
to  Chicago  and  compete  with  fuels  in  Chicago. 

Yes. 

It  could  be  transported  other  distances  and  compete. 

Yes,  but  you  are  quoting  the  price  in  the  Hugoton  field  of 
five  cents  indicating  something  and  I  am  suggesting  to  you 
that  that  indicates  that  the  Commission  would  not  let  them 
sell  it  at  two  cents  ? 

I  do  not  know  what  price  might  have  been  established  *  between 
those  parties. 

*  4 

I  am  just  using  this  two  cents  -  - 

If  the  Commission  had  not  said  five  cents. 

It  might  have  been  four  or  three  ? 

It  might  have  been  four  or  it  might  have  been  four  and  a  half 
or  it  might  have  been  three,  it  might  have  been  anything,  I 
do  not  know. 

So  cortainly  so  far  as  the  Hugoton  field  is  concerned,  at  the 
well  head  there  is  no  question  of  competitive  prices,  is  there? 
Oh  yes. 
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Q,  You  mean  competitive  in  the  sense  that  the  Board  has  kept  it 
up  to  a  figure  and  you  say  that  is  competitive  ? 

A  I  would  say  that  the  prices  which  I  have  shown  on  Schedule  No. 
3 -A  involving  the  Pan  Handle  and  Hugoton  fields,  there  are  a 
number  of  purchases  there  where  I  would  say  the  price  has  been 
bargained  for  at  arm’s  length  and  represents  a  competitive 
price, 

Q,  Now  I  want  you  to  discuss  the  Hugoton  field  gas  with  me;  it  so 
happens  I  happen  to  have  available  some  information  on  it  and 
I  want  you  to  confirm  it.  I  am  reading  from  an  artiole  on  the 
Hugoton  gas  field  in  the  August  1945  number  of  the  Petroleum 
Engineer  and  I  find,  amongst  other  things,  that  on  Page  182, 
there  occurs  the  statement  that: 

’’The  gas  is  uniformly  sweet  throughout  the  field  with  the 
exception  of  a  small  area  in  Sherman  County,  Texas.” 

Is  that  according  to  your  information  ? 

A  Yes. 

Q,  And  I  also  find  at  the  bottom  of  Page  178: 

’’Commission  shows  present  pressures  ranging  from  370 
to  420  pounds.  The  lowest  pressure  listed  was  356 
pounds.” 

4 

Is  that  according  to  your  information  or  have  you  any  infor¬ 
mation  on  pressures  ? 

A  Not  specifically  at  this  moment  but  according  to  my  recollect¬ 
ion  that  is  about  right,  that  is  correct. 

Q.  And  I  also  find  that,  the  well  spacing,  where  can  I  get  that, 
was  it  640  acres,  do  you  know  about  that  ? 

A  I  think  it  is  about  640  acres. 

Q,  Yes: 

”An  examination  of  the  basic  order  shows  that  the  basic 
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acreage  unit  in  the  proration  formula  is  640  acres.” 

*  * 

I  gather  from  all  that,  that  this  is  essentially 
a  dry,  sweet  gas  field  ? 

A  That  is  right. 

0,  And  this  price  of  five  cents  is  the  field  prioe  ? 

A  The  price  of  around  five  cents  to  my  knowledge  is  the  prevail¬ 
ing  field  price,  particularly  for  pipe  line  deliveries. 

t 

Q  Yes,  and  are  those  prices  whioh  you  have  quoted  in  your  state¬ 
ment,  field  prices  ? 

A  They  come  under  the  broad  category  that  T  call  "field  prices”, 
yes. 

Q,  Now  I  want  you  to  assume  for  the  moment  that  Turner  Valley  gas 

is  not  sweet,  that  it  needs  scrubbing,  and  assume  for  the  moment 
that  as  a  result  of  the  various  operations  and  the  well  head 
pressures,  the  use  of  compression  is  required  to  deliver  it  to 

t 

Calgary,  and  assume  for  the  moment  that  as  a  result  of  the  re¬ 
duction  of  that  gas,  that  compression  or  recompression  in  the 
field  is  required,  I  suggest  to  you  that  you  have  none  of  those 
elements  which  require  consideration  in  the  Hugoton  field,  I 
moan  in  the  value  of  the  Hugoton  gas,  is  that  right  ? 

i  < 

A  It  is  your  question,  that  none  of  those  elements  -  - 

Q,  Well  you  do  not  need  scrubbing  in  the  Hugoton  gas  do  you  ? 

A  No. 

Q,  And  you  have  sufficient  pressure  that  you  do  not  need  com¬ 
pression,  is  that  right  ? 

A  You  would  need  compression  if  you  carry  it  a  long  distance. 

Q,  But  not  in  the  delivery  of  it  at  the  input  of  your  delivery 

line  ? 

A  That  is  correct. 

Q,  And  you  have  no  repressuring  problem,  because  they  take  it  as 
they  use  it  ? 
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A  That  is  right. 

Q,  And  if  you  stop  to  compare  Turner  Valley  gas  with  that  gas 
you  would  necessarily  have  to  figure  those  costs  by  way  of  a 
deduction  from  the  field  price  of  the  Hugoton  gas,  would  you 

9 

not,  to  get  a  fair  comparison  ? 

A  I  would  say,  Mr.  Fenerty,  that  all  those  factors  would  enter 
into  the  final  value  of  the  gas,  yes. 

Q,  And  if  you  take  those  costs  away  from  five  cents,  what  do  you 
think  you  would  have  left  ? 

A  Mr.  Fenerty,  I  would  not  go  along  that  you  necessarily  would 
take  five  cents  in  the  two  fields  and  then  deduct  from  that 
five  cents  here  in  Turner  Valley  the  differences  due  to  the 
cost  of  repressuring,  the  cost  of  compression  or  any  other 
cost. 

Q,  You  would  not  ? 

A  Not  necessarily,  no. 

Q,  Oh,  well,  we  will  leave  that,  that  is  a  matter  of  argument, 

but  taking  the  five  cents  as  a  fair  price  for  sweet  gas,  which 
does  not  require  any  of  these  processes,  would  you  not  go  along 

t 

with  me,  that  if  you  get  another  gas  that  you  are  going  to  com¬ 
pare  with  it,  you  must  ascertain  the  cost  of  those  processes 
and  reduce  the  value  of  the  gas  accordingly  ? 

A  I  would  say  Mnot  necessarily”  to  that,  Mr.  Fenerty,  with  all 

other  factors  being  equal.  Now  all  other  factors  being  equal. 

Q,  Yes. 

A  That  there  would  be  a  differnce  by  the  cost  of  scrubbing  or 
compressing  the  gas  and  other  costs, 

Q,  Yes, 

A  However  I  have  stated,  I  believe  that  one  factor  in  the  deter¬ 
mination  of  the  value  is  the  cost  of  production,  that  is  which 
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H.  Zindar, 

Cross-Exam,  by  Mr.  Fenerty. 

-  4057  -  ' 

onn  ba  found  and  detarmined.  Now  what  Is  the  cost  of  producing 

Hugoton  gas,  for  example,  with  Turner  Valley  gas  for  instance, 

< 

what  is  the  market  or  competitive  situation  in  Calgary  os  com¬ 
pared  with  the  competitive  situation  in  Wichita,  Kansas,  or 

t  t 

Chicago,  or  somewhere  else  -  ~ 

Q,  No,  let  me  interrupt,  just  compare  Hugoton  gas  with  Turner 

Valley  gas  and  in  that  I  suggest  to  you  that  a  field  price  of 

five  cents  for  Hugoton  sweet  gas  at  that  pressure,  and  what 

would  result  from  that  spacing,  makes  sour  gas  with  compression 
and  recompression  in  Turner  Valley  look  pretty  good  at  two 
cents,  what  do  you  think,  and  just  with  that  one  comparison* 
There  are  others uhich  you  are  making,  but  I  am  making  that 
one. 

A  I  cannot  answer  that. 

Q,  What  ? 

A  I  cannot  answor  that  question,  I  do  not  know. 

Q,  You  do  not  know  but  you  think  it  looks  pretty  good,  don*  t  you 

as  man  to  man  ? 

A  At  two  cents  ? 

Q,  Yes,  on  that  comparison  ? 

A  I  cannot  say. 

Q,  I  see.  All  right,  we  will  leave  it  at  that.  Well  now  Mr, 
Zinder  if  you  cannot  say  about  that,  there  is  no  use  of  my 
pursuing  other  figures  on  the  properties  of  the  gas  because 

4 

you  will  not  be  able  to  soy  whether  those  are  proper  compar¬ 
isons  or  not,  will  you  ? 

A  Well  I  hove,  I  do  not  know  until  you  state  them,  Mr.  Fenerty. 

I  oannot  answor  as  to  whether  I  would  or  would  not  until  I 
know  what  you  have  in  mind. 

^  I  want  you  to  think  for  a  moment  and  I  want  t«  suggest  to  you 
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Cross-Exam,  by  Mr.  Fonerty. 

t  i 

-  4058  - 

the  effect  of  what  you  have  just  told  me,  as  illustrated  by 

t 

this  Hugoton  field,  is  that  you  have  no  proper  basis  for  dis¬ 
cussing  the  price  of  Turner  Valley  gas  because  of  prices  in 
some  gas  fields  in  the  Unitod  States,  does  not  that  follow  ? 

A  No,  I  would  say  this,  Mr.  Fonerty,.  that  in  attempting  to 

establish  a  price  or  value  of  gas  at  the  well  in  Turner  Valley, 
I  believed  certain  information  is  helpful  and  useful  and  I  have 
tried  to  present  that  information  to  the  Board. 

Q,  I  see. 

A  For  whatever  value  it  is  in  their  determination  of  that  value. 

Q,  I  am  sorry.  I  keep  thinking  that  you  are  going  to  make  a 

recommendation.  I  am  just  sorry  about  that,  but  you  have 
agreed  with  me,  have  you  not,  that  without  consideration  of 
factors  which  you  have  not  considered  that  the  price  of  sweet 
gas  in  the  Hugoton  field  at  the  well,  has  not  neoessarily  any 
relationship  to  what  should  bo  the  price  of  sour  gas  at  the 
well  head  in  Turner  Valley;  wo  havo  got  that  far  together,  have 
we  not  ? 

% 

A  No,  I  did  not  state  that  it  had  no  relationship. 

Q.  I  thought  we  had. 

i 

A  If  I  thought  so,  Mr.  Fenerty,  I  do  not  think  I  would  have  pre¬ 
sented  this  comparison  or  this  statement  to  the  Board.  I  think 

I 

it  has  some  value  in  assisting  the  Board  in  coming  to  a  con¬ 
clusion. 


(  Go  to  Page  4059  ) 
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H.  Zinder, 

Cross -Exam,  by  Mr.  Fen arty. 

-  4059  - 

Q,  I  am  suggesting  to  you  that  you  are  not  comparing  a  thing. 

There  is  no  more  reason  to  discuss  gas  at  the  well  head  than 
there  is  to  discuss  anthracite  coal  at  the  pit  head.  Are  you 
trying  to  do  just  the  same  kind  of  thing  ? 

A  No,  I  think  in  my  direct  statement  I  stated  that  gas  for  one 

thing  as  an  example  had  a  commodity  value.  Now  that  commodity 
value  may  be  the  same  here  as  it  is  in  the  Hugonot  field.  I 
also  stated  in  my  direct  testimony  that  indirectly  the  price 
of  gas  and  values  of  gas  at  the  well  head  in  the  States  has 
an  influence  upon  what  might  be  and  what  is  a  proper  value  in 
Turner  Valley  field  because  gas  can  be  transported  here  to 
other  markets.  Those  are  all  factors  I  feQl  have  got  to  be 
considered. 

Q,  Would  it  be  fair  to  go  further  afield  and  discuss  prices  at 
well  heads  in  Mexico  and  Peru  for  instance.  They  have  some 
gas  down  there,  some  of  it  ? 

A  Well  Mr.  Fenerty  in  answer;  to  that  question  the  Hugonot  and 
Pan  Handle  field  for  example  serve  markets  whioh  I  have  stated 
oan  conceivably  be  within  the  range  of  Turner  Valley  gas  to  be 
served  by  the  some.  I  do  not  think  I  have  gone  so  for  as  to 
go  to  Mexico. 

Q,  I  think  somewhere  in  your  statement  the  basis  for  making  this 
comparison  that  the  price  in  the  States  tends  to  reach  a 
oommon  level  ? 

A  I  think  that  is  the  tendency. 

Q,  And  that  is  the  basis  for  your  making  the  comparison  is  it  not 

A  That  is  one  of  the  basis. 

Q,  And  I  suggest  to  you  that  your  schedules  indicate  they  do  not 
reach  a  common  level.  Am  I  right  in  that. 

A  I  would  like  to  p*int  it  out  I  have  not  said  they  have  reached 
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Cross-Exam,  by  Mr.  Fenerty. 


-  4060  - 


Q, 


a 


Q 

A 

Q 


A 


Q, 


A 


a  common  loyol  et  this  point.  I  said  thoro  was  a  tendency 
in  my  opinion  towards  thorn  going  in  that  direction. 

I  will  give  you  tha  ona  I  have  in  mind.  I  want  to  get  your 
remarks  on  tho  operation  of  tho  field  and  the  Pan  Handle, 

Whore  is  that.  Yes,  at  the  bottom  of  tho  first  page,  Schedule 
#2,  referring  to  the  last  paragraph,  referring  to  the  Appala¬ 
chian  area.  "The  value  of  this  gas,  which  is  almost  all  dry 

4 

gas  from  shallow  wells  and  produced  close  to  the  large  indus¬ 
trial  and  populated  eastern  cities  has  always  been  much  higher 

i  * 

than  the  production  in  the  mid-continent  or  Gulf  -coast  region," 
Always  has  been  much  higher.  I  think  wo  find  twelve  cents  as 
compared  to  five,noarly  two  and  a  half  times  as  high  ? 

I  would  like  you  to  refer  Mr.  Fenerty  to  a  further  statement 
with  respect  to  Schedule  #2  where  I  discussed  the  question 
the  tendency  towards  reaching  a  common  level.At  that  point 
I  said: 

T,As  will  be  shown  in  later  schedules  outside  of  the 
Appalachian  area”. 

Outside  of  the  area  ? 

There  is  a  tendency  for  the  market  value  of  natural  gas. 

I  am  sorry.  You  exclude  the  Appalachian  area  ? 

Yes  I  do. 

And  the  Appalachian  price  has  to  do  with  special  conditions  ? 

I  would  say  the  conditions  are  materially  different  than  in 
the  Gulf-coast  and  mid-continent  area. 

And  if  you  gat  differences  in  the  south  and  south-eastern 

i 

parts  of  the  United  States  between  different  gas  fields,  re¬ 
sulting  in  almost  two  and  a  half  times  the  field  price  in  one 

field  than  in  another,  would  you  expect  to  get  differences 

*  * 

between  south-west  United  States  and  south-ea, stern  United  States 
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Cross-Exam.  by  Mr.  Fenerty. 

*-*  4061  — 

and  north-west  Canada  ? 

A  If  you  gat  an  equivalent  of  the  Appalachian  area  in  the  Gulf- 
coast  field  where  you  would  have  shallow  wells,  high  cost  of 
production  where  the  cost  of  ootually  producing  the  gas  might 
be  ten  to  twelve  cents,  I  would  not  expect  the  price  of  that 
gas  to  go  down  to  five  cents. 

^  But  what  you  tell  me  is  this  whether  the  price  in  one  field 

or  in  another  field  should  bo  greater  or  less  depends  upon  all 
the  elements  going  to  mako  up  the  cost  of  gas  and  the  services 
it  performs,  the  local  conditions  ? 

A  I  would  say  that  the  factors  that  I  have  indicated  in  my  direct 
testimony  as  affecting  value  will  in  my  opinion  operate  to 

* 

determine  that  value.  By  that  I  mean  this,  the  cost  of  pro¬ 
ducing  gas  in  the  Gulf-coast  region  and  in  the  mid-continent 
area  I  believe  may  vary  and  does  I  believe  over  comparatively 
wide  limits.  It  might  be  gas  coming  out  of  a  gasoline  plant 
as  compared  with  gas  from  a  dry  well  which  might  cost  several 
cents  or  five  cents. 

Q,  I  take  it  then  if  you  were  giving  evidence  as  to  determining 
proper  prices  in  the  Appalachian  field  you  would  not  suggest 
the  costs  in  the  Pan  Handle  ? 

A  In  determining  the  value  of  the  gas  at  the  well  in  tho  Pan 

Handle  field, I  mean  in  the  Appalachian  field,  I  believe  that 
the  price  of  gas  in  the  Pan  Handle  field  would  have  some  in¬ 
fluence  on  it. 

Q,  But  in  the  senso  that  it  increases  it  to  two  and  a  half  times 
or  what  ? 

t 

A  If  gas  for  example  can  be  brought  from  the  Pan  Handle  field  to 
tho  Appalachian  field  for,  lot  us  say  five  cents,  that  might 
have  some  influence  and  I  believe  would  upon  that  twelve  cent 
price. 
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Cross-Exam*  by  Mr.  Fenerty. 


Q, 
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A 

Q 

A 


A 


-  4062  - 

I  sqq.  Then  when  you  are  considering  tho  Pan  Handle  field  in 
relation  to  the  Turner  Valley  field  you  would  have  to  consider 
five  cents  plus  scrubbing,  plus  compressing,  plus  pipe  line  to 
Calgary.  Would  you,  to  get  a  true  comparison  ? 

I  would  have  to  consider.  Could  I  got  that  question,  read 
again  ? 

(Preceding  question  is  then  read) 

No.  That  five  cents  I  am  speaking  of  is  the  field  prioe.  To 
some  It  is  sold  at  that  price  at  tho  well. To  some  it  may 
be  sold  at  the  outlet  of  the  gasoline  plant.  Now  there  is 
the  difference  I  think  it  has  to  bo  recognized  between  tho 
Hugonot  gas  or  Pan  Handle  gas  does  not  need  to  be  sorubbed. 

I  might  make  this  one  observation  however  that  some  of  the 
pipe  line  companies  may  have  such  a  high  specification  with 
regard  to  the  sulphur  content  of  the  gas  that  it  may  even  be 
necessary  to  do  a  certain  amount  of  scrubbing  of  the  sweet 
gas.  I  do  not  know  of  any  gas  but  I  can  conceive  that. 

Mr.  Zindor,  I  feel,  quite  unconsciously ,  you  are  running  me 
down  an  alloy  and  I  want  to  got  back  to  the  proposition  I  put 
to  you.  You  told  mo  a  few  minutes  ago  that  in  determining  if 
you  were  called  to  discuss  tho  prices  of  gas  in  tho  Appalachian 
field  tho  cost  of  Pan  Handlo  gas  delivered  in  that  field  which 
would  be  by  pipe  line  would  be  considered.  You  Just  told  me 
that  ? 

Would  be  a  factor. 

i 

Would  be  a  factor.  It  is  my  suggestion  to  you  when  you  dis¬ 
cussed  tho  Hugonot  fiold  or  tho  Pan  Handlo  field  in  relation 
to  Calgary  the  cost  of  delivery  of  that  gas  to  Calgary  would 
be  Just  the  same  kind  of  a  factor.  Is  that  not  Just  logical  ? 
Yes. 
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Cross-Exam,  by  Mr.  Fcnerty. 


-  4063  - 


And  that  does  conclusively  show  that  it  is  not  any  comparison. 
The  old  adage  ”  comparisons  are  odious”  is  certainly  applicable 
here.  Would  you  go  that  far  with  mo  ? 

I  would  like  to  get  one  figure  at  a  time. 

All  right.  Then  one  figure  at  a  time.  Once  you  get  to  the 

point  in  discussing  field  prices  in  the  United  States  with 

field  prices  in  Canada  on  a  comparative  basis  you  have  also 

to  consider  tho  cost  of  delivery  from  those  areas  to  Calgary 

or  your  whole  comparison  is  gone,  is  that  right  ? 

To  begin  with  I  do  not  know  that  I  hove  compared  the  field 

prices  in  the  United  States  with  the  field  prices  in  Calgary, 
wha  t 

But/ I  am  saying  is  now  you  cannot  do  it  on  that  basis  ? 

I  think  if  I  wore  comparing  - 

WonTt  you  answer  that  whether  you  can  do  that  or  not  ? 

MR.  McDORALD:  He  is  answering  the  question.  Please  be 

fair  to  tho  witness. 

MR.  FENERTY:  I  am  willing  for  the  witness  to  give  any 

explanation  he  wants. 

MR.  MCDONALD:  But  he  opens  his  mouth  end  you  give  him 

another  question. 

MR.  FENERTY:  The  last  time  my  friend  gave  a  very 

interesting  dissertation  which  did  not  answer  the  question. 
Would  you  first  please  answer  that  question  and  then  I  will 
wait  for  your  explanation  ? 

THE  CHAIRMAN :  Mr,  Fonerty,  I  am  lotting  you  go  to  groat 

lengths,  but  I  do  get  the  impression  at  times  that  when  the 
witness  starts  to  speak  you  do  not  like  what  he  is  going  to 
say.  You  stop  him  and  then  you  go  back.  I  may  be  wrong. 

MR.  FENERTY :  Well  I  will  say  frankly  every  time  I  have 

built  up  a  sequence  of  questions  and  answers  and  when  I  come 
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H.  Zinder, 

Cross-Exam,  by  Mr.  Fenerty. 


-  4064  - 


Q» 


Q 


A 


A 


Q, 

A 

Q, 


to  tha  question  at  the  top  of  tho  pyramid  my  friend  realizes 
that  is  -whore  I  have  got  and  he  intervenes  and  I  have  to  start 
all  over. 

Then  I  will  ask  tho  question  again  and  if  you  think  you  are 
able  to  answer  the  question  then  you  will  proceed  without 
interruption.  Answer  that  in  any  way  you  wish. 

(Question  road)  All  right,  one  figure  at  a  time.  Once  you 
got  to  the  point  in  discussing  field  prices  in  the  United 
States  with  field  prices  in  Canada  on  a  comparative  basis 
you  have  also  to  consider  tho  cost  of  dolivery  from  those 
areas  to  Calgary  or  your  whole  comparison  is  gone.  Is  that 
right  ? 

I  would  say  the  whole  comparison  is  not  necessarily  wrong* 
Would  you  say  then  it  was  shaky  ? 

I  would  say  that  generally  it  is  necessary  or  desirable  to 
have  such  a  comparison  made. 

Now  on  Page  1  of  Schedules #6  and  #7  I  want  to  refer  to  a  state 
ment  about  fuel.  That  has  nothing  to  do  with  tha  schedule 
that  is  being  withdrawn  ? 

It  is  my  understanding  that  Schedules  #6  and  #7  have  been 
withdrawn. 

4 

But  this  statement  I  do  not  think  is  affected  by  the  with¬ 
drawal  and  I  want  to  rood  it  and  see  whether  you  want  to 
qualify  it  or  not. 


(  GrO  to  Page  4065  ) 
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H.Z*  ider , 

Gross-Exam. by  Mr*  Eenerty. 

-  4065  - 

Q,  Yes.  I  want  to  refer  you  to  the  1,2,  3,  fourth  pararaph  in 
the  first  page,  "Domestic  fuel  oil  is  a  by-product  of  the 
refineries  at  Calgary,  and  is  available  at  the  minimum  or  ice* 
That  statement  still  holds  true,  I  take  it? 

A  If  it  is  agreeable  to  you,  I  would  prefer  not  to  answer  any 

questions  with  respect  to  6  and  7  until  our  revisions  of  that 
schedule  and  that  discussion  are  completed. 

Q,  I  am  not  going  to  ask  you  anything  as  a  result  of  the  minimum 
price  at  all,  I  just  want  to  discuss  the  relationship  ‘of  the 
remarks  in  that  paragraph,  you  see.  There  is  a  statement 
that  it  is  a  by-product  of  the  refineries  at  Calgary,  and  is 
available  at  a  minimum  price.  That  is  the  economic  conse¬ 
quence  of  the  thing  being  a  by-product,  it  is  available  at  a 
minimum  price? 

A  I  cainot  speak  with  respect  to  that  statement. 

Q,  Ye  s  ? 

A  It  is  my  understanding  that  the  domestic  fuel  oils  is  a 

by-product  of  the  refineries  such  as  there  is  available  in 
Calgary.  I  have  not  completed  the  work  on  that.  And  its 
availability  at  a  minimum  price,  I  do  not  know.  really  what 
that  minimum  price  might  be  in  relation  to.  I  would  want  to 
look  into  that. 

Q,  You  do  not  think  that  that  means  that  it  is  available  at  the 
minimum  price  because  it  is  a  by-product? 

A  It  might  be  so. 

Q,  And  that  is  a  normal  result? 

A  I  say  it  might  be  so .  I  will  check  it* 

Q,  And  it  is  a  normal  result  isn’t  it? 

A  Yes,  I  would  say  in  a  competitive  market. 

Q,  And  if  this  natural  gas  happened  to  be  a  by-product  of  the 
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Cross-Exam. by  Mr.  Fencrty. 

-  4  06  6  - 

oil  operations,  that  should  also  b6  a  normal  result;  any 
difference  from  fuel  oil  and  gas? 

A  Yes ,  I  would  s  ay  so . 

Q,  It  should  be  the  result,  you  say? 

A  Yqs  . 

Q,  Yes.  I  will  leave  that.  Now  I  went  you  to  go  back  a  moment,  - 

X  am  sorry  I  am  going  to  be  a  few  minutes  longer.  I  was 

thinking  about  the  time,  whether  you  wanted  me  to  try  and  finish, 
I  am  afraid  I  will  be  a  little  while  longer. 

THE  CHAIRMAN :  Perhaps  we  had  better  adjourn  if  you 

are  going  to  start  something  else. 

(At  t  his  juncture  a  short  adjournment  was  taken). 

Q,  MR.  FENERTY:  Mr.  Zinder,in  your  submissions  you 

have  made  comparisons  between  the  cost  of  gas  in  Calgary  and 
the  lowest  ten  United  States  cities  of  fifty  thousand  popula¬ 
tion,  and  on  Chart  No.  nCT!  I  notice  that  most  of  those  cities 
are  up  in  what  we  call  the  Southern  portion  of  the  United 
States,  Nest  Virginia,  Texas,  the  City  of  Jackson  and  so  on. 

Is  it  true  that  the  cities  having  climates  that  those  cities 
enjoy,  the  consumption  per  head*  we  will  say,  would  in  all 
probability  be  much  less  than  say  the  consumption  for  heating 
in  Calgary  in  winter? 

A  Yes,  the  consumption  for  heating  in  these  cities  I  would  judge 
vo  uld  be  much  less  than  for  Calgary,  in  the  Southern  cities, 
yes  . 

Q,  Would  the  fact  that  the  consumption,  were  it  here,  was  much 
less  necessarily  would  affect  the  cost  to  consumers? 

A  The  volume  of  consumption  might  not  be  nearly  as  important  as 
the  load  factor. 

Q,  Let  me  take  an  extreme  case.  Suppose  you  had  a  gas  supply 
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in  a  tropical  country  where  the  only  use  was  a  limited  period, 
perhaps  three  times  a  day  for  cooking,  and  you  had  a  distribution 
system  extending  over  a  large  city  with  the  minimum  use,  the 
charges  for  those  services  would  necessarily  be  much  greater 
than  if  those  individuals  were  each  consuming  a  large  amount 
to  heat  a  house  in  zero  temperature,  wouldn’t  it? 

Yes,  both  in  volume  increase  and  volume  of  sales,  in  a  distri¬ 
bution  system  barring  unusual  diflerences  of  load  factor, 

I  think  lead  generally  to  lower  unit  costs  . 

Yes.  And  is  it  fair  to  assume  that  even  though  you  found  a 
householder  who  would  pay  double  for  his  cooking  gas,  say  from 
$$1.00  to  $>2.00,  he  might  not  pay  $>60.00  instezd  of  $20.00 
for  heating  for  a  month? 

That  is  possible. 

It  is  probable  isnTt  it? 

I  do  not  know  that  it  is  probable.  It  is  possible. 

And  does  that  tend  to  show  that  you  can  have  no  comparison 
between  cities  where  climatic  and  other  conditions  are  entirely 
diss imilar? 

I  think  you  can  compare  them*  Mr  .Fenerty* 

I  just  wanted  your  answer.  Now,  one  other  thing,  porhaps 
three  other  tilings,  but  one  at  the  moment.  I  takG  it  that 
you  felt  that  what  is  paid  at  the  well  head  in  other  places 
and  what  is  paid  by  the  consumer  or  by  the  distributing 
companies  is  relative  to  this  discussion? 

I  think  so. 

I  suggest  to  you  that  if  that  be  so  that  what  is  paid  by  the 
company  *r  whet  is  paid  at  the  well  head  in  Turner  Valley, 
what  is  paid  by  the  householder  and  by  the  distributing 
company  right  ne  re  under  the  conditions  that  exist  is  at 
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least  as  relevant? 

A  Oh  yes. 

Q,  Yes.  In  other  words,  does  it  amount  to  this,  that  there  must 

be  a  very  good  reason  shown  for  a  change? 

A  Very  good  reason  for . 

Q,  For  a  change?  You  see,  we  have  got  a  history  of  what  has 
happened  here,  we  have  got  a  history  of  industry  proceeding 
under  those  rates,  and  making  a  go  of  it? 

A  I  would  say  that  there  should  be  always  a  good  reason  for  any 

change  in  rates  . 

MR.  STEER:  '  Or  anything  else. 

THE  CHAIRMAN:  Yes,  or  anything  else. 

Q,  MR.  FENERTY:  Yes.  Now  at  page  10,  at  the  bottom 

of  the  page,  you  referred  to  your  conception  of  the  position 
of  the  producer; 

”He  relinquishes  his  right  of  open  and  free  marketing 
of  his  gas,  a  right  of  increasing  value  amd  importance 
with  every  increase  in  the  commodity  value  of  gas 
arising  from  now  scientific  developments.  The  fact  that 
the  producer  is  placed  in  this  position  makes,  his 
gas  worth  more  at  the  W3ll  because  his  obligation  to 
maintain  production  is  greater,  and  his  freedom  of 
action  is  restricted.” 

Now,  I  want  you  to  assume  for  a  moment  the  converse  of  that 
situation.  You  have  a  producer  who  has  freedom  of  action 
to  dispose  of  his  gas  other  than  by  flaring,  and  that  as  a 
result  of  the  orders  made  by  this  Board  thGre  has  been  added 
to  those  rights  a  right  to  get  in  on  this  market  which  he 
previously  did  not  have,  you  see? 

A  Yes . 
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<4  Does  it  follow  that  on  dor  the  conditions  you  outline  you 

have  added  to  the  value  of  his  gas  and  under  the  conditions 
I  have  outlined  you  have  subtracted  from  the  value  of  his 
gas  ? 

A  Your  question  as  to  whether,  as  I  gather  it,  is  as  to  whether 
there  has  been  an  addition  or  a  subtraction  from  the  value  of 


Q 


A 


A 


Q 

A 


gas . 

Putting  it  colloquially,  you  say  because  he  has  been  c ircunis Bribed 
from  his  operations  that  adds  to  his  value  of  the  gas,  and  I 
say  if  that  has  been  extended  to  his  value  of  the  gas,  does 
that  take  away  from  it? 

I  did  not  get  one  word  in  there. 

THE  CHAIRMAN:  Would  you  read  the  question,  Mr. 

Howard? 

BY  THE  REPORTER  RE  AD  IN  0:  "Q.  Putting  it  colloquially, 

you  say  because  he  has  been  circumscribed  from  his  operations 
that  adds  to  his  value  of  the  gas,  and  I  say  if  that  has  been 
extended  to  his  value  of  the  gas,  does  that  takeaway  from  it?TT 
THE  WITNESS:  I  would  say  this,  first,  with  respect 

to  my  statement,  a  producer  who  is  restricted  in  his  market 
and  has  boon  adeed  to  restrict  that  market,  either  by  private 
contract  or  by  governmental  action  would  expect  to  get  more 
for  his  gas  than  where  he  is  unrestricted.  That  is  pretty 
generally  true  in  my  experience. 

MR.  FENERTY:  Yes? 

^e  may  actually  sell  gas  at  the  moment  at  a  lower  price  under 
a  short  term  contract  for  a  year,  two  years  or  three  years, 
than  would  he  be  asked  for  under  a  long  term  contract  where 
he  dedicates  everything  he  has  to  that  contract.  That  still 
does  not  alter  the  fact  that  in  my  opinion  he  expects  to 
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get  more  and  considers  the  value  of  the  gas  more  to  dedicate 
all  his  holdings  over  a  long  period  of  time. 

Q,  Yes? 

% 

A  Now  to  the  second  part  of  your  question,  if  I  may,  if  I 

understand  it  correctly,  if  a  producer  has  a  market  or  has.... 

Q,  Freedom  of  action  to  seek  his  own  market? 

A  Freedom  of  action  to  seek  his  own  market,  and  has:  free  action, 

and  then  has  been  given  a  market,  if  he  has  been  given  the 
exclusive  market . 

Q,  .  Any  market? 

A  Exclusively. 

Q,  This  market? 

A  That  market  would  increase  the  value  of  his  gas  . 

Q,  So  that  his  gas  is  worth  more  because  he  cannot  do  with,  it 

as  he  pleases,  and  it  is  also  worth  more  because  he  can  do 

with  it  as  he  pleases,  is  that  what  you  are  telling  me? 

A  No ,  I  say  it  is  worth  more  if  he  denied  the  right  of  going 
every  place  or  any  place  for  a  market. 

Q,  I  see.  The  rule  does  not  work  both  ways? 

A  No. 

Q,  All  right,  that  is  your  answer? 

A  Yes . 

Q,  At  present.  Now  then,  apropos  of  that,  doesn’t  the  manufacturer 
normally  bear  the  cost  of  creating  his  market,  it  is  up  to 
him  to  get  it  isn’t  it? 

A  The  manufacturer  may  bear  the  cost  of  obtaining  his  market. 
There  are  cases  whore  distributors  may  get  the  market  for  the 
manufacturer,  and  charge  the  manufacturer  or  charge  the  con¬ 
sumer  . 

Q,  YGs,  and  he  may  pass  it  on,  ho  may  be  able  in  some  circumstances 


to  do  so? 
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A  I  would  say  usually  it  is  passed  on. 

Q,  But  in  the  first  instance  he  bears  the  cost  of  it,  doesn't  he? 

A  Yes,  I  would  think  so. 

Q,  All  right. 

A  Yes,  it  is  part  of  his  costs,  let  me  put  it  that  way. 

Q,  Yes .  Now  then,  if  a  manufacturer  over-estimates  his  market, 

or  as  an  incident  of  production  he  over-produces  and  he  has 
an  excess  of  his  commodity  on  his  hands,  he  would  normally 
bear  the  cost  of  handling  that  until  he  can  sell  it? 

A  H0  will  bear'  the  cost  if  he  cannot  pass  it  on  in  his  prioe. 

Q,  He  will  bear  the  cost  until  he  sells  it,  until  he  passes  it 

on  to  somebody? 

A  Yes,  until  he  passes  it  on. 

Q,  And  the  person  that  he  passes  it  on  to  is  the  person  who  buys 
that  product  when  the  market  requires  it? 

A  Well,  if  you  assume,  Mr.  Fenerty,  that  he  has  no  market  to 

begin  with  originally,  then  he  has  no  one  to  pass  it  on  to. 

Q,  Weil  if  he  over-produces  and  he  has  no  market  for  half  of  it? 

A  Well,  if  he  has  a  market  for  half  of  his  production,  he  may 
well  try  to  pass  these  costs  on  to  that  half,  and  may  be  able 
to  do  so. 

Q,  He  may  try*  You  would  not  expect  him  to  get  away  with  it 
if  it  was  a  utility  matter,  would  you? 
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Q,  Now  I  want  you  to  consider  the  position,  if  there  is  such 
a  position,  assume  there  is  this  position,  a  well  operator 
who  heretofore  has  not  been  on  the  line.'  He  has  been 
flaring  his  residue  gas  and  as  a  result  of  Orders  made  by 
this  Board,  he  gets  on  the  line.  He  may  be  in  a  position, 
because  of  the  quantity  of  his  production  or  because  of 
contracts  or  because  of  distances  from  the  line,  that  he 
would  never  have  gotten  on  the  line  but  for  a  direction  of 
this  Board.  Is  his  gas  as  valuable  as  gas  in  a  large  well 
right  along  side  the  line  and  that  has  just  been  hooked  up? 

A  I  would  say  that  there  was  some  difference  in  value  due  to 
distance  from  the  line  at  the  point  of  input.  But  within 
a  single  field  I  would  be  inclined  to  say  that  those  differ¬ 
ences  are  small  comparatively.  They  might  be  large  but  I 
do  not  know.  But  my  own  feeling  and  my  own  opinion  is  that 
within  a  single  field  that  irrespective  of  distance  to  a 

central  point  ,  a  central  gathering  point,  that  generally  the 

/ 

value  of  the  gas  is  uniform  over  that  field  or  would  tend  to 
be  uniform  over  that  field. 

Q,  THE  CHAIRMAN:  Rut  it  another  way,  Mr.  Zinder.  You 

assume  you  have  50  wells  with  all  the  gas  flared.  They  had 
no  market . 

A  Yes. 

0,  As  a  result  of  Orders  made  by  the  Board,  which  involved  the 
construction  or  installation  of  a  pipeline  and  compression 
machinery,  he  gets  access  to  a  market  that  he  never  had  before. 
Should  the  well  head  price  he  gets  bear  some  relation  to  the 
cost  of  the  inst  alia  ti  on  whic  h  secures  the  market  for  him? 

Or  should  all  that  be  based  on  the  present  values  of  gas  in 
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Celgary,  and  if  so  in  what  proportion? 

A  My  position,  Mr.  Chairman,  is  that  irrespective  of  that  cost 

% 

of  gathering  that  that  gas  has  a  value  at  that  point.  Its 
value  may  have  arrived  because  of  the  market  that  is  made 
available  to  him.  However  it  has  arrived  and  it  has  a  value. 
Now  should  or  should  not  he  bear  the  cost  of  getting  to  that 
market  is  a  question,  as  I  see  it,  aside  from  the  point  of 
the  value. 

Q,  And  do  you  want  to  deduct  from  the  value  of  that  gas  the  cost 
or  part  of  the  cost  of  getting  it  into  the  line? 

A  Well  that  all  becomes  a  question  of  policy  or  equity.  Because 
if  it  would  be  deducted  from  the  value  of  that  gas  at  the 
well  -  I  know  this  that  there  ar  e  a  number  of  instances  in 
the  states  that  I  am  familiar  with  where  ges  has  been  flared 
end  is  now  gathered  for  the  first  time  for  use  for  pipeline 
purposes  and  prices  have  been  established  between  the  pro¬ 
ducer  and  the  pipeline  company  of  as  much  as  5  cents  com¬ 
pared  with  the  fact  that  the  gas  was  flared  before.  Now  in 
dealing  with  such  a  situation  my  experience  has  been  that 
the  Federal  power  Commission  has  allowed  that  5  cents  and 
not  deducted  anything  for  any  benefits  that  mi^it  have 
accrued  to  anyone  or  to  who  got  the  market  for  them.  Actually, 
the  Federal  power  Commission  Board  has  given  the  market  to 
the  pipeline  company  by  means  of  a  certificate  which  is 
granted  to  that  company  to  construct  that  line  and  therefore 
in  some  way  they  could  be  said  to  have  created  the  value  or 
have  created  part  of  that  value,  but  that  has  no  influence 
on  the  question  of  a  reasonable  price  for  the  purchase  of 
tha  t  gas . 

Q  MR.  FENERTY":  The  result  of  that  approach  is  that 
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the  wholesaler  rather  than  the  ultimate  consumer  pays  for 
that  operator  having  the  privilege  of  getting  on  the  line? 

A  Yes,  the  ultimate  consumer  pays  for  it. 

,  MR.  FENERTY:  If  the  Board  pleases,  I  have  not  had 

an  opportunity  of  studying  the  new  material  in  the  time  at 
my  disposal  and  I  am  going  to  suggest  that  perhaps  if  some 
of  the  other  counsel  will  be  good  enough  to  go  on  no w  and 
then  I  might  have  an  opportunity  of  further  c ooss-examinat ion. 
THE  CHAIRMAN:  Quite  right. 

Q,  There  is  one  point  about  this  Hubert  on  field.  You  told  me 
there  was  a  5  cent  price  in  the  field.  Assuming  for  the 
moment  that  is  a  fair  well  head  price,  and  then  assume  for 
the  moment  that  5  cents  was  also  a  fair  well  head  price  in 
Turner  Valley,  would  it  be  proper  to  deduct  from  the  Turner 
Valley  price  the  cost  of  scrubbing  because  it  was  not  sweet 
gas,  from  the  5  cents. 

I 

A  If  5  cents  was  a  fair  field  price  in  Huberton  at  the  well 
head  . 

Q  Ye  s. 

A  And  5  cents  was  a  fair  price  in  Turner  Valley  at  the  well 
he  ad. 

Q  Yes,  who'  would  stand  the  cost  of  scrubbing? 

A  The  cost  of  scrubbing  would  be  absorbed  by  the  consumer. 

Q,  By  the  consumer.  How  deep  are  the  wells  in  Huberton? 

A  I  do  not  know  that  I  can  say  offhand.  I  think  they  are 

not  nearly  as  deep  as  they  are  here, 

Q,  And  in  what  type  of  formation? 

A  I  cannot  say  as  to  that.  I  confess  I  am  not  a  geologist. 

Q,  Those  two  factors  would  naturally  have  a  bearing  on  the 
well  head  price? 
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A  I  think  they  would.  I  may  say  this,  Mr,  Chairman,  that  the 
cost  is  determined  by  the  Federal  Power  Commission  on  the 
usual  regulatory  principles  of  production  and  the  cost  in 
the  panhandle  field  has  been  much  less  than  the  prevailing 
field  price.  In  other  words  a  cost  as  low  as  lj;  to  2  cents 
has  been  found  on  usual  regulatory  principles.  That 
situation  is  the  reverse  of  what  you  have  here.  I  have 
tried  to  apply  the  usual  regulatory  principles  here  and  found 
costs  quite  high,  which  I  believe  are  in  excess  of  the  value 
of  the  service.  Whereas  down  in  a  field  like  the  Huber  ton 
field  I  think  you  will  find  costs  below  the  value  of  the 
service . 

Q  In  the  Huberton  field,  I  gather  from  your  evidence  that  the 
present  5  cents  was  not  fixed  by  the  Commission  but  was  found 
by  the  Commission  to  be  the  going  price. 

A  That  is  right. 

Q,  And  therefore  a  bargain  price. 

A  That  is  right. 

Q  And  if  adopted  by  the  commission  it  becomes  a  maximum  price 
and  the  producer  can  sell  below  that  price  if  he  wishes.  Is 
it  not  a  usual  principle  in  public  Utility  practice  to  fix 
a  maximum  price  and  in  selling  it  the  producer  might  go  below 
the  ceiling  if  he  wishes? 

A  I  do  not  know  what  the  Oklahoma  law  is,  Mr.  Cheirman.  I 

do  not  know  if  they  establish  the  selling  price.  They  might 
have.  In  this  particular  case  they  simply  established  a 
price  below  which  the  Plant  could  not  get  gas.  In  other 
words  they  directed  the  use  of  the  gas  for  that  purpose 
provided  the  price  was  not  less  than  5  cents. 

Q  That  was  the  floor  instead  of  the  ceiling? 


.  J. 


.< 


r 


Vi 


KJ-. 


t  r 


.i 


T 


i  •: 


i  •. 


.1  ■ 


•i 


H.  Zinder, 

gross -Exam,  by  Mr.  Fenerty. 

Cross-Exam,  by  Mr.  Steer. 

-  4076  - 

A  That  is  right.  That  is  as  I  understand  it. 

THE  CHAIRMAN:  Are  you  ready,  Mr.  Steer? 

CROSS-EXAMINATION  OF  THE  SAME  WITNESS  BY  MR.  STEER . 

q  You  tell  us,  Mr.  Zinder,  you  are  not  a  geologist? 

A  That  is  right. 

Q  And  I  gather  from  your  statements  in  your  opening  remarks 
that  you  have  had  no  actual  experience  in  the  oil  industry 
outside  of  what  you  gat  with  the  Federal  power  Commission. 

A  That  is  right. 

q  And  your  work  with  the  Federal  Power  Commission  is  paper  work 

A  Largely  so. 

q  You  have  had,  I  presume,  no  experience  whatever  in  the 

negotiation  of  contracts  for  the  sale  and  delivery  either  of 
ga s  or  of  oil. 

A  I  would  say  that  I  have  had  some  experience,  limited,  in  the 
negotiation  of  contracts  for  the  sale  of  gas. 

Q,  Then  perhaps  you  will  tell  us  what  those  were. 

A  I  participated  only  very  recently  in  the  sale,  or  rather  the 
purchase  of  gas  by  a  pipeline  company,  the  purchase  involving 
approximately  175,000,000  feet  a  day. 

q  What  pipeline  company? 

A  That  was  the  El  Paso  Natural  Gas  Company. 

q  What  was  your  connection?  Who  were  you  acting  for? 

A  I  was  acting  for  the  El  Paso  Natural  Gas  Company.  I  will 
admit  that  that  parti cipation  was  limited  but  I  did  attend 
conferences  dealing  with  the  discussion  of  the  terms  of 
that  contract,  its  agreement,  the  provisions  and  the  price. 

q  Where  did  those  conferences  tske  place? 

A  Those  conferences  took  place  in  Los  Angeles. 
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q  Have  you  any  knowledge  of  the  circumstances  surrounding  the 
production  of  the  gas  in  question? 

A  Anywhere? 

q  Have  you  any  knowledge  of  the  circumstances  surrounding  the 
production  o  f  the  gas  that  you  were  dealing  with? 

A  Yes  I  did. 

Q.  Where  did  you  get  that  knowledge? 

A  From  the  company  people. 

q  They  told  you? 

A  That  is  right. 

q  You  had  never  been  in  the  area  in  which  the  gas  was  produced? 

A  Not  actually  at  the  site. 

Q,  And  whatever  information  you  have  you  got  from  company 
officials  who  told  you? 

A  That  is  right. 

Q,  You  never  did  mske  any  investigation  of  any  field  on  the 
ground  ? 

A  What  type  of  investigation? 

%  Any  type  of  investigation. 

A  Yes,  I  did, 

q  Where. 

A  I  went  over  the  entire  property  of  the  Chicago  Corporation. 

Q,  What  is  it? 

A  It  is  a  large  producer  of  natural  gas  in  the  Gulf  coast  area 
and  has  gasoline  plants  aad  sells  gas  to  the  Tennessee  Natural 
Gas  company. 

q  For  what  purpose  did  you  go  over  the  property? 

A  To  become  acquainted  with  it. 

q  Were  you  competent  to  investigate  the  conditions  under  which 
the  gas  was  produced  in  that  property? 
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I  would  say  es  to  conditions  of  production,  no.  I  am  not 
a  geologist. 

And  for  wh  at  purpose  were  you  making  the  investigation? 

The  purpose  of  the  investigation  was  to  become  familiar 
with  all  the  operations  of  that  company  and  the  Tennessee 
Natural  Gas  Company. 

Yes.  Now  apart  from  this-  one  contract  which  you  spoke  of, 
you  know  nothing  about  the  methods  that  are  used  by  producers 
of  natural  gas  and  purchasers  of  natural  gas  in  arriving  at 
prices . 

Except  to  the  extent,  Mr.  Steer,  of  the  numerous  contracts 
which  I  have  gone  over,  during  the  seven  years  I  was  with 
the  Federal  power  Commission. 

Yes,  and  those  contracts  were  contracts  that  were  submitted 
to  the  commission  fear  its  approval. 

Broadly  speaking,  yes.  The  Commission  does  not  approve 
contracts  of  that  kind,  Mr.  steer.  They  were .  submitted  for 
filing  with  the  Federal  power  commission. 

Very  good.  That  is  to  say  the  producer  and  the  purchaser 
of  natural  gas  made  their  contracts  and  filed  a  copy  with 
the  commission? 

That  is  right. 

Is  that  right? 

Th8  t  is  ri  £frt . 

And  you  studied  the  contracts? 

That  is  right  . 

And  you  had  no  power  either  to  approve  or  reject  them,  I 
gather  that  is  what  you  are  telling  me. 

Except  in  the  form  of  an  investigation  where  the  Commission 
investigated  the  reasonableness  of  the  price. 
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Q  If  somebody  says  "that  is  too  high  a  price  to  pay"  then  they 
get  a  Commission  under  way  and  they  investigate  the  price? 

A  That  is  right  . 

Q  And  these  figures  which  you  have  given  us  in  this  Report  of 
yours  are  figures  which  you  have  obtained  in  that  way  from 
the  Federal  power  Commission? 

A  They  are  obtained,  as  stated  ,  from  the  files  and  reports 
of  those  companies  filed  with  the  Commission. 

Q  Beyond  that  you  have  no  personal  knowledge. 

A  Beyond  what  I  have  just  stated,  yes. 

Q  Yes,  and  in  approaching  the  problem  which  you  ere  dealing 

with  in  this  submission  of  yours,  on  page  7,  perhaps  if  you 
will  refer  to  it,  you  have  a  section  headed  "Cost  vs.  value" 
and  in  that  section  you  discuss  the  possible  application 
of  the  investment  theory  or  pricing  to  the  problem  we  are 
facing  here,  am  I  right  in  that? 

A  That  is  right . 

Q  And  you  conclude,  as  a  result  of  your  investigations,  that 
that  theory  of  pricing  is  absolutely  inapplicable  to  these 
circumstances,  am  I  right  in  that? 

A  I  would  not  recommend  it,  yes* 

Q,  Yes.  Then,  that  being  so,  there  is  only  one  other  approach, 
the  approach  which  you  do  talk  of,  regarding  the  gas  as  a 
commodity,  is  that  right? 

A  As  regarding  gas  as  a  commodity  and  having  a  value,  apart 
from  its  cost,  as  determined  under  utility  regulatory 
principles, 

Q  Quite  so. 

A  Yes. 

Q  now  if  you  regard  gas  es  a  commodity  and  you  approach  the 
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question  of  what  is  a  just  and  reasonable  price  to  be  paid  for 

* 

it,  there  are  perhaps  one  or  two  or  maybe  three  ways  in  which 
we  can  arrive  at  such  a  price,  -  having  rejected  the  invest¬ 
ment  theory. 

A  That  is  right  . 

0  And  as  I  gather,  and  subject  to  such  qualifications  as  you 
made  this  morning,  one  of  the  ways  is  to  consider  prices 
that  are  paid  elsewhere. 

A  I  think  so. 

Q,  Yes,  and  I  would  like  to  be  clear  as  to  whether  you  want  us 
to  use  those  prices  paid  e  Is  ewher  e , which  are  contained  in 
your  Brief,  as  a  basis  of  <  comparison  or  not. 

A  i  do  think  that  they  lend  some  assistance  in  arriving  at 
,  what  you  ultimately,  -  I  feel,  Mr.  Steer,  must  be  the 

judgment  figure  as  to  what  is  the  reasonable  price  for  the 
gas  at  th e  w el  1  he  ad . 

Q  Yes,  and  I  will  discuss  that  with  you  a  little  later, 

A  Yes. 

Q,  Now  that  is  one-  thing.  Comparison  with  other  prices  and 
the  second  way  as  I  gather  it  is  to  determine  the  price 
by  comparing  it  with  a -price  that  people  in  this  community 
have  to  pay  for  competing  fuels. 

A  That  is  right. 

Q,  But  you  did  not  discuss  that  now, 

^  i  only  discussed  it  in  principle,  Mr.  Steer,  as  setting,  in 
my  opinion,  as  setting  the  upward  limit  of  the  price, 

Q,  The  detailed  application  of  it,  I  understand  you  are  to 
discus s  wi  th  us. 

A  Yes. 


MR.  MCDONALD: 


If  we  can  possibly  get  in+o  it. 
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WITNESS:  Yes. 

Q.  MR.  STEER:  Is  there  any  other  way  in  which  we  can 

approach  this  problem  of  finding  a  price  for  this  gas  at  the 
well  head,  than  those  two  which  I  have  suggested  to  you? 

A  I  cannot  think;  of  any. 

Q,  Is  there  any  room  in  your  theory  for  the  application  of  the 

law  of  supply  and  demand? 

A  Well  I  would  say  "yes”. 

Q,  Do  you  think  the  first  thing  that  one  ought  to  do  in  approach- 

ing  this  problem  of  a  just  and  reasonable  price  is  to  look  at 
it  from  that  point  of  view,  the  law  of  supply  and  demand? 

A  I  would  say  not  the  first,  one  of  the  first. 

Q,  Well  is  that  not  fundamental  in  any  economic  question  of 

pr  ici  ng? 

A  It  is. 

Q,  Fundamental  ■? 

% 

A  Yes. 

Q,  And  I  am  suggesting  to  you  that  the  proper  approach  is  to  re¬ 

gard  it  as  a  problem  of  supply  and  demand  and  then  see  if 
there  are  any  modifying  factors. 

A  Well,  Mr.  Steer,  in  my  view . 

Q,  That  is  what  I  want. 

A  The  determination  of  the  competitive  position  of  gas  with 

other  fuels  is  that  problem  of  the  law  of  supply  and  demand, 
in  my  mind  . 

Q  I  see. 

A  I  do  not  want  to  be  de-emphasizing  its  importance.  I  think 
it  is  a  very  important  factor,  the  determination  of  the 
competitive  position  of  gas  in  the  market  in  my  opinion  gives 
you  the  demand  side  of  your  equation,  what  people  will  buy 
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et  certain  prices  gives  you  your  demand  schedule. 

Perhaps,  I  do  not  know  as  I  am  following  you. 

What  I  am  trying  to  say  is  that  the  demand  side  of  your 
equation  of  the  law  of  supply  and  demand  represents  a 
series  of  pfices  plotted  against  quantity;  in  other  words, 
if  a  price  is  20  cents  you  will  be  able  to  sell  a  certain 
quantity.  If  the  price  is  10  cents  you  will  be  able  to  sell 
another  quantity  and  those  series  of  prices  plotted  gives 
you  w  hat  I  consider  the  demand  side  of  your  equation. 

What  you  mean  is  that  the  man  who  refuses  to  pay  20  cents 
will  gq  to  one  of  these  competitive  fuels? 

Yes. 

Is  that  it? 

That  is  right.  Therefore  I  am  simply  trying  to  point  out  or 
illustrate  that  I  certainly  go  along  with  the  fact  that  the 
law  of  pply  and  demand  is  important  in  this  consideration 
and  that,  in  speaking  of  competitive  prices,  as  I  believe  I 
did  here,  I  was  thinking  of  the  demand  side  of  that  equation. 
Yes.  Now  you  know  the  Turner  Valley  situation  in  its  broader 
sense  and  I  suppose  in  no  other  sense. 

That  is  correct. 

You  know  that  the  Turner  Valley  field  was  developed  first 
of  all  and  primarily  by  a  search  for  oil. 

That  is  my  understanding  of  it. 

And  you  know  that  that  area  known  as  Turner  Valley  was 
drilled  searching  for  oil? 

That  is  my  understanding,  yes. 

And  being  drilled  in  a  search  for  oil,  you,  from  your 
experience,  know  that  it  was  drilled  in  a  very  different 
way  from  that  in  which  it  would  have  been  drilled  searching 
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f o  r  gas? 

A  That  is  probably  so. 

Q  And  you  know  that  between  1922  and  1943,  of  some  1288  billion 

mcf  ’  s  produced  from  that  field,  1021  billion  mcf’s  of  it  went 
to  waste  in  the  air. 

A  I  cannot  verify  the  figures  but  I  do  understand  that  a  sub¬ 
stantial  part  of  it  was  flared. 

Q  Ye  s. 

A  That  is  right,  in  that  period. 

Q  Yes,  and  that  we  have  got  now  tea  the  point  where  what  we  are 
discussing  here  is  a  possible  economic  reserve  of  some 
345  billion  mcfTs  of  residue  gas. 

A  Yes. 

Q,  Bo  you  know  of  any  situation  anywehre  that  compares  to  that? 

A  Do  you  mean,  Mr.  steer,  another  field  that  has  approximately 

345  billion  mef’s? 

q  Oh  no  ,  I  mean  conditions  like  that.  Do  you  knew/,  well 

perhaps  I  had  better  go  on  and  give  you  a  few  more  facts, 
you  know  those? 

A  Yes  . 

Q  Ar6  y°n  aware  that  for  the  past  15  years  or  more,  there  has 
been  an  agitation  in  this  province  to  prevent  the  terrific 
waste  of  that  gas? 

A  I  understand  that  is  the  case. 

Q  Yes.  Do  you  know  that  various  attempts  were  made  without 

su  cces  s? 

A  I  am  not  familiar  with  those  attempts,  Mr.  Steer. 

Q  Have  you  been  informed  that,  of  recent  years,  there  has  been 

an  agitation  on  the  part  of  oil  well  operators  who  are 
wasting  that  gas,  to  be  permitted  to  share  in  the  market 
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for  the  gas  which  existed  in  the  City  of  Calgary. 

Yes,  I  understand  that  those  operators  just  want  to  get  a 
part  of  that  market. 

And  at  one  point  in  your  submission  you  refer  to  the  sharing 
of  this  market  as  one  of  the  main  purposes  for  the  enactment 
of  the  legislation  under  which  we  are  now  operating? 

Do  I? 

At  page  10. 

MR.  MCDONALD:  Yes. 

WITNESS:  Yes,  that  is  right. 

MR.  STEER:  One  of  the  main  purposes? 

Yes. 

The  other  purpose  being  what? 

The  conservation  of  the  gas.  The  determination  of  reasonable 
pri  ces . 

If  we  count  in  the  conservation  of  gas  in  the  way  it  has  been 
done  here,  then  the  determination  of  the  price  follows,  I 
think;  we  had  those  two  reasons  anyway  for  the  enactment  of 
this  legislation,  sharing  the  market,  the  prevention  of 
waste  . 

All  right. 

Which  is  the  principal  one? 

I  do  not  know  that  I  can  say  that,  which  one  is  more 
important  than  the  other,  Mr.  Steer. 

Now  then,  that  brings  us  more  or  less  down  to  date.  Do 
you  know  of  any  comparable  situation,  -  do  you  knew  of  any 
situation  anywhere,  where  1021  billion  mef’s  of  gas  was 
blown  into  the  air  out  of  1288  billion  mef’s  produced  and 
then  with  a  remaining  reserve  of  345  billion,  legislation 
of  this  sort  or  any  method  was  adopted  to  prevent  the  waste 
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of  the  remaining  gas  and  to  permit  the  wasters  to  share  in 
the  ma  r  ke  t  ? 

A  No ,  I  do  not  . 

Q  There  is  no  other  situation  like  it  in  the  world? 

A  Well  that  is  a  broad  statement,  Mr.  Steer. 

0  On  page  2,  you  emphasize  the.  inter-relation  of  energy  sources 
and  I  take  it  that  what  you  mean  by  that  is  if  coal  could  be 
got  all  around  cheaper  then  gas,  people  are  going  to  use  coal, 
is  that  what  you  mean? 

A  Yes . 

Q  In  other  words,  you  are  looking  at  the  situation  from  the 
point  of  view  of  competition  from  other  sources  of  energy, 
is  that  right? 

A  Yes. 

Q,  If  you  are  looking  at  it  from  that  point  of  view,  should  you 
consider  the  tremendous  quantities  of  gas,  both  in  the  Turner 
Valley  field  and  outside  of  the  Turner  Valley  field,  which 
are  competing  fo'r  this  market? 

A  Yes.. 

Q,  Yes,  and  if  it  is  established  that  there  is  produced,  -  I 
say  that  if  it  is  established  that  there  is  produced  as  a 
by-product  of  the  development  of  oil  and  as  a  by-product 
of  the  development  of  gasoline,  natural  gasoline,  in  this 
fie  Id  ,  tremendous  quantities  of  gas  which,  unless  they  can 
find  the  Calgary  market,  are  going  to  be  wasted,  then  you 
would  say  that  that  was  a  source  of  competition,  wourd  you 
not  ? 

A  Under  those  conditions,  yes. 

Q  Wall  those  are  the  conditions,  are  they  not? 

A  Unless  that  gas  can  be  repressured  and  saved  and  conserved. 
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Q  I  will  discuss  that  with  you  in  a  few  moments. 

A  Yes. 

Q  Now  I  am  not  going  t-o  labor  these  competitive  energy  sources 
becaise  I  think:  my  lean  rad  friend,  Mr.  Fenerty,  covered  it 
pretty  adequately  but  I  want  to  ask  you  this,  you  do  not  say 
that  the  consumer  in  Calgaiy  ought  to  pay  for  his  gas  a  figure 
that  is  just  e  little  less  than  he  would  have  to  pay  to  get 
the  equivalent  heatigg  value  and  convenience  out  of  coal. 

A  No,  not  n  ecess  eerily . 

Q  What  do  you  say? 

A  I  .say  that  that  is,  -  that  establishes  the  upper  limits 
of  the  value  of  the  gas. 

Q,  Yes.  Why  should  the  consumer  of  gas  in  Calgary  be  asked  to 

pay  a  cent  more  for  the  gas  than  the  law  of  supply  and  demand 
will  compel  him  to  pay? 

A  Only  under  conditions,  Mr.  Steer,  of  where  there  may  be  an 
added  cost  in  order  to  have  the  supplier  do  certain  things. 

Q,  Quite  so. 

A  Which  might  be  in  the  better  interests,  that  they  would  not 
do  otherwise. 


(go  to  page  4087) 
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Quite  so.  I  gathered  from  your  answers  to  my  friend  Mr. 

Fenerty  yesterday  that  that  was  your  view  that  the  citizens 
of  Calgary  and  of  the  others  towns  and  cities  that  are  conn¬ 
ected  with  this  Canadian  Western  system  had  urged  the  adoption 
of  this  scheme  so  as  to  conserve  this  gas.  That  was  your 
proposition  ? 

That  is  right. 

And  apart  from  those  people  asking  for  the  conservation  then 
there  is  not  any  reason  why  they  should  not  be  entitled  to  get 
their  commodity  in  the  same  way  as  other  people  get  their 
commodities  by  having  the  law  of  supply  and  demand  applied  to 
it  ? 

Except  one  thing,  that  perhaps  Mr.  Steor  I  agree  with.  One 
possible  exception  -  that  is  whether  they  ask  for  it  or  not 
if  they  receive  certain  benefits  as- a  result  of  it  there  might 
be  some  justification  for  saying  that  they  should  pay  part  or 
all  of  the  costs  of  those  benefits  that  they  receive. 

Yes,  I  see. 

Yos. 

You  recede  from  the  position  you  took  a  moment  ago  and  you  add 
that  qualification  ? 

I  think  that  is  a  matter  that  should  bo  considered.  It  occurs 
to  me  that  when  Mr.  Fenerty  raised  the  question  yesterday  I 
stated  that  that  might  be  one  factor  namely  that  the  consumers 
requested  this  thing  because  they  would  receive  certain  benefits 
it  might  add  a  value  to  it. 

And  another  proposition  you  put  forward  was  that  the  price 
ought  to  be  such  as  to  keep  in  business  the  parties  who  are 
rendering  the  service.  Is  that  right.  That  is  the  proposition 

9 

that  I  understood  you  to  put  forward  this  morning. 
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A  I  said  it  ought  to  bo  such. 

Q  As  to  keep  in  business  tho  parties  that  are  rendering  the 
service.  Is  that  it  ? 

A  Within  the  limits  of  that  upper  limit. 

Q  And  tho  parties  who  are  rendering  the  sorvico  from  the  present 
point  of  view  are  the  people  who  are  producing  this  gas  ? 

A  I. was  speaking  in  terms  of  the  whole  process  -  that  is  the 

parties  who  are  rendering  the  services  are  the  producers,  tho 
gatherers,  the  pipe  lino  company  and  the  distributors,  all  the 
way  through. 

Q  Quite  so,  but  what  we  are  talking  about  is  the  well  head  price 
of  gas  ? 

A  That  is  right. 

Q  And  we  are  not  interested  in  other  aspects  of  the  subject  ? 

A  All  right. 

Q  And  I  want  to  know  whether  that  proposition  of  yours  is  a  sound 
proposition  as  applied  to  the  producer  of  gas  ? 

A  I  would  think  so. 

Q  And  our  point  of  view  should  bo  in  your  view  that  wo  consider 
it  a  just  and  reasonable  price  from  the  point  of  view  of  what 
price  is  necossary  to  keep  tho  parties  in  business  who  are 
rendering  tho  service  of  producing  this  gas  ? 

A  That  is  one  factor. 

Q  Is  that  your  point  of  view  ? 

A  Yes,  that  is  one  factor. 

Q  What  are  the  other  factors  ? 

A  Well  the  other  factors  are  that  I  say  the  produoer  should  have 

the  value  of  the  service.  If  you  cannot  keep  him  in  business, 
Mr.  Steer,  by  paying  him  a  price  on  a  value  for  tho  gas 
delivered  at  tho  pipo  line  he  might  get  that  price  somewhere 
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else. 

I  -will  discuss  that  with  you.  Are  you  talking  about  the  value 
of  the  servioe  now  or  the  value  of  the  commodity  ? 

Let  us  oall  it  the  value  of  the  commodity,  yes. 

What  do  you  mean  Just  by  the  value  of  the  commodity.  Do  you 
mean  the  price  or  do  you  mean  value  ? 

Price  expression.  It  is  an  expression  of  value  Mr.  Steer. 

What  is  your  understanding  of  the  meaning  of  that  ? 

Value  is  most  frequently  defined  as  what  something  will  bring 
in  terms  of  other  goods. 

Value  ? 

Yes. 

Wait  a  moment.  Maybe  you  are  not  on  economist  ? 

I  do  not  claim  to  be  an  economist,  no. 

And  you  have  not  had  any  training  as  an  economist  ? 

Well  I  have  had  some. 

Because  I  am  going  to  suggest  to  you  that  the  word  value 

connotes  one  thing  and  one  thing  only  and  that  is  usefulness. 

Its  usefulness  to  society.  It  can  be  expressed.  I  wonTt  argue 

with  you  as  to  the  definition  of  value.  I  think  you  can  define 

value  in  terms  of  what  it  will  obtain  in  terms  of  other  goods 

and  it  is  also  expressed  in  terms  of  price. 

* 

You  are  talking  there  of  t  market  value  ? 

Yes. 

And  whenever  you  use  the  word  value  throughout  this  submission 
of  yours  you  mean  market  value,  do  you  ? 

I  would  say  so. 

And  the  only  difference  between  market  value  and  price  is 
that  price  is  always  expressed  in  terms  of  money  ? 
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And  market  value  may  bo  value  in  oxohango  for  goods  othor  than 
money  ? 


That  is  right. 

Yos.  Is  there  any  difference  iE  the  value  of  the  natural  gas 
that  is  delivered  into  the  Madison  scrubber  under  this  system 
and  the  value  of  the  gas  that  was  blown  into  the  air  to  the 
extent  of  billions  of  Mcf  at  times  ? 

I  would  say  not. 

None  whatsoever.  That  gas  is  Just  as  valuable,  was  Just  as 

valuable  when  it  was  being  blown  away  as  it  is  today  ? 
so 

I  would  say/considering  the  factors  which  determine  value,  the 
competitive  factors  being  the  same  at  that  time  as  they  are 
now. 


What  makes  the  difference  in  the  price  that  can  be  commanded 
for  that  product  which  certainly  had  a  value  then  and  has  a 
value  now.  What  makes  the  difference  in  the  price  that  could 
be  obtained  for  it,  the  market  ? 

I  would  say  so,  yes. 

) 

Only  markot  ? 

Well  yos. 

It  must  be  market  ? 


Yes. 

And  where  is  the  markot  for  this  gas  produced  in  Turner  Valley  ? 
Essentially  in  Calgary. 

Anywhere  else  ? 

It  might  bo  outside  of  Calgary. 

You  are  not  suggesting  for  a  moment  we  are  going  to  pipe  gas 
from  a  field  that  has  a  reserve  of  345  billions  to  Winnipeg  as 
you  did  yesterday  ? 
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A  I  did  not  suggest  it  yesterday.  I  cited  it  as  a  possibility. 

I  did  not  suggest  it. 

Q,  Well  lot  us  get  your  view  on  it.  Just  answer  the  question.  Is 
there  any  practical  market  for  this  gas  other  than  in  the  Can¬ 
adian  Western  system  ns  it  exists  today  ? 

A  Whether  some  of  the  chemical  industries  would  come  up  to  Calgary 
and  locate  a  plant  and  what  would  bo  necessary  to  bring  them  up 
here  as  compared  with  gas  prices  elsewhere  and  markets  and  all 
the  factors  that  go  into  it,  I  do  not  know,  but  it  has  a 
possibility.  The  existing  market  today  is  the  Canadian  Western 
system. 

Q,  And  what  would  be  necessary  to  induce  an  aviation  gasoline  plant 

to  establish  itsolf  here,  or  a  carbon  black  plant  or  an  ammonia 

plant.  You  are  neither  trainednor  competent  to  ^udge. 

A  Is  that  your  opinion  ? 

Q,  No  I  am  asking  you  that  os  a  question  quite  respectfully. 

A  I  am  sorry  I  took  it  that  way.  I  think  my  training  would  permit 

me  to  make  an  analysis  of  the  economic  factors  which  would  go 
into  such  a  determination. 

Q,  Have  you  done  it  ? 

A  I  have  not, 

Q,  Are  you  able  to  tell  us.  I  notice  in  hero  you  mention  the 

Fischer-Tropsch  prooess  that  uses  150  million  cubic  feet  a  day  ? 

A  Yes. 

Q,  Is  that  a  small  or  a  large  Fischer-Tropsch  plant  ? 

A  Well  it  is  termed  a  pilot  plant,  an  experimental  plant  and  I 

would  say  it  would  be  a  large  plant  as  far  as  I  know. 

Q,  A  pilot  experimental  plant  ? 

A  Yes* 

Q,  A  pilot  experimental  plant.  Wo  all  know  what  that  is*  That  is 
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a  small  plant  is  it  not  ? 

4 

A  Well  - 

Q,  I  understand  you  make  o  pilot  axporimontnl  plrant  to  soo  whether 
your  process  will  work  and  aftor  that  you  go  ahead  and  construct 
your  big  plant  ? 

A  All  right,  yes,  that  is  correct,  Mr.  Steer.  This  plant,  lot  me 
got  some 

figures  on  it.  Well  I  cannot  answer  your  question  as 
to  whether  it  is  a  small  or  large  plant. 

Q,  Well  if  it  is  a  pilot  experimental  plant  you  will  perhaps  agreo 
with  me  it  certainly  is  not  the  ultimate  objective  ? 

A  That  is  right. 

Q,  And  it  uses  150  million  cubic  feet  a  day,  and  I  am  t«ld  that 
what  is  required  of  that  150  million  feet  is  10,000  cubic  feet 
for  the  actual  gasoline  that  is  produced  and  another  10,000 

.  0 

foot  for  the  power  te  make  the  barrels  «f  gasoline.  Would  you 
disagree  with  that  ? 

A  I  could  not  say  offhand. 

Q,  And  if  those  figures  are  correct  then  it  would  follow  instead 
of  your  15,000  barrels  ultimate  capacity.  Oh  I  see,  this 

i 

pilot  plant  -  if  those  figures  were  correct  would  be  about  a 
7500  barrel  plant.  I  am  now  looking  at  Page  7. 

A  Yes. 

Q,  That  150  million  cubic  foot  a  day  added  to  the  requirements  »f 
the  Canadian  Western  system,  have  you  any  idea  of  how  long  a 
reserve  of  345  billions  would  last  ? 

A  I  have  not  figured  it  out  on  that  basis. 

^  You  have  not  ? 

A  No.  It  would  not  be  very  long  though. 

Q,  Ha vo  you  in  mind  all  the  reserves  of  gas  that  a  man  would  have 
to  see  before  he  would  be  justified  in  making  a  capital 
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expenditure  for  a  carbon  black  plant  ? 

A  My  idea  would  be  ought  to  have  reserves  of  at  least  ten  or 
fifteen  years. 

Q,  And  what  amount  of  gas  would  be  required  for  that  purpose  to 
induce  him  to  come  up  here  and  establish  a  carbon  black  plant 

A  I  cannot  say  offhand. 

Q,  Or  an  Ammonia  plant  ? 

A  I  do  not  know. 

Q,  You  are  not  able  to  tell  us  anything  about  the  practical 

economics  of  any  one  of  these  suggested  alternative  uses  that 
could  be  made  for  this  gas  ? 

A  Without  making  a  study  of  them,  no. 

Q,  And  that  study  you  have  not  made  ? 

A  That  is  right. 

Q,  Somewhere  here  Mr.  Zinder,  on  Page  2,  going  back  as  we  have 
been  led  off  on  a  side  trail,  -  we  were  talking  about  this 
inter-relationship  of  energy  resources  and  you  say: 

"Recognition  of  this  inter-relationship  is  the  first  step 
in  the  development  of  a  sound  policy  in  the  public  inter 
e  s  t . n 

A  Yes. 

Q,  Would  you  elaborate  that  and  toll  us  what  you  moan  ? 

A  Yes.  The  fact  that  there  is  an  inter-relationship  between 

natural  gas  and  coal  for  example,  particularly  coal,  and  of 
course  fuel  oil  and  others,  I  think,  is  the  reason  back  of 
tho  general  investigation  that  the  Federal  Power  Commission 
is  making  of  tho  natural  gas  industry,  or  one  of  the  reasons. 
The  problems  arise  or  have  arisen  rather  in  the  States  as  to 
whether  or  net  gas  should  bo  permitted  to  be  used  for  firing 
under  boilers  in  steam  generating  plants  even  though  it  meets 
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competition  end  its  price  can  bo  such  on  a  supply  and  demand 
basis  that  it  can  be  used  economically  for  that  purposo. 


(  G-o  to  Pago  4095  ) 
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Q,  ^0  3? 

A  So  that  there  is  an  inter-relationship  there,  a  recommendation 
of  that  inter-relationship,  and  how  the  Government  might 
want  to  use  the  natural  resources  of  the  company  is  a  question, 
is  a  Governmental  question  involving  policy. 

Q,  Very  well.  When  you  are  talking  about  the  public  interests 

here,  are  you  talking  about  the  public  interests  of  the  citizens 
of  Calgary  and  its  vicinity,  or  are  you  talking  about  the 
Province  of  Alberta?  Or  are  you  talking  about  the  Dominion 
of  Canada,  or  do  you  go  further  and  take  in  the  North  American 
Continent? 

A  I  was  speaking  of  public  interests  here  broadly. 

Q,  How  broadly? 

A  I  would  say  with  respect  to  the  oitizens  of  Calgary  particular¬ 
ly  and  Alberta  generally.  I  wasnTt  going  to  or  didn’t  have 
in  mind  the  entire  Canada.  I  certainly  did  not  include  the 
Uni  ted  3tates . 

Q,  Principally  then,  the  citizens  of  Calgary? 

A  Yes . 

Q,  Is  there  any  reason  in  the  public  interest  why  the  citizens 

of  Calgary  with  a  gas  field  at  their  door,  should  be  compelled 
to  pay  more  for  that  gas  by  reason  of  the  fact  that  there  is 
a  coal  area  at  Brumheller  that  can  supply  them? 

A  The  question  was,  is  there  any  reason  why  they  should  pay 
more  for  the  gas? 

Q,  Than  the  law  of  supply  and  demand  would  require  them  to  pay 

by  reason  of  the  fact  that  there  is  a  coal  field  at  Drumheller? 

A  I  would  say  that  you  cannot  get  them  to  pay  more  for  the 

competitive  value,  that  is,  the  demand  curve  established  on 
competitive  value. 
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Q  We  will  assume  for  the  sake  of  argument,  we  will  assume  they 
oan  get  gas  cheaper  than  they  oan  get  coal.  Now,  what  I  want 
to  know  is  whether  it  is  your  view,  that  being  so,  that  it  is 
in  the  public  interest  that  they,  having  this  gas  field  right 
at  their  door  which  will  give  them  cheap  gas,  should  be  required 
to  pay  more  than  the  law  of  supply  and  demand  would  compel 
them  to  pay  because  there  is  a  coal  field  at  Drumheller? 

A  No. 

Q,  And,  of  course,  if  you  put  the  coal  ficlc  awa y  down  in  Eastern 
Canada,  gas  or  no  gas,  that  is  a  different  matter? 

A  Yes . 

Q,  And  if  you  are  looking  at  it  from  the  point  of  view  of  the 

public  citizens,  from  the  point  of  view  of  the  public  interest 
of  the  citizens,  who  are  using  this  gas,  that  is  your  funda¬ 
mental  approach? 

A  Yes . 

Q,  And  if  you  are  looking  at  it  from  the  point  of  view  of 

Alberta  public  interest,  then  I  suppose  you  bring  in  as  persons 
who  ought  to  share  the  cost  of  preventing  this  waste  a  lot 
more  people  than  the  citizens  of  Calgary,  don’t  you? 

A  Well  if  they  expect  to  get  or  might  reasonably  get  some  of 
the  benefits  derived  from  it,  they  might  reasonably  be 
expected  to  share  the  cost. 

Q.  Let  me  inform  you  that,  as  I  understand  this  situation, 

the  citizens  of  Calgary  did  not  have  anything  to  do  at  all 
with  this  legislation? 

A  Yes. 

Q,  But  that  this  legislation  was  the  brain  child  of  the  Independent 
Producers  plus  the  Government  of  the  Province  of  Alberta. 

Did  you.  know  that? 

MR.  MCDONALD:  Now,  are  you  stating  that  as  a  fact? 
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MR.  3TEER:  I  am  asking  him  if  he  knows  it. 

THE  CHAIRMAN;  And  if  it  is  a  fact,  is  not  the 

Government  the  people? 

MR.  STEER:  I  beg  your  pardon. 

THE  CHAIRMAN;  If  it  is  a  fact,  is  not  the  Govern¬ 

ment  the  people? 

MR.  STEER:  Not  the  people  of  Calgary. 

Q,  Do  you  know  that  to  bo  a  fact,  Mr.  Zinder? 

A  No,  I  do  not  know  that,  what  the  exact  fact  is. 

Q,  All  right,  we  will  lGavc  that. 

MR.  MCDONALD:  I  am  afraid  we  will  have  to  intro¬ 

duce  a  great  deal  more  evidence . 

MR.  STEER:  And  I  will  be  very  glad  to  cross¬ 

-examine  on  the  evidence  . 

THE  CHAIRMAN:  I  think  the  legislation  is  the 

result  of  the  people  acting  through  their  dulyeleoted  repres¬ 
entatives  . 

/ 

MR.  STEER:  Influenced,  according  to  my  infor¬ 

mation,  by  certain  producers. 

THE  CHAIRMAN:  And  by  the  sight  of  flares  burning 

millions  of  feet  of  gas  every  day. 

MR.  FENERTY:  I  did  not  want  to  interject*  but  I 

do  not  want  any  silence  of  mine  to  be  considered  as  accepting 
anything  that  has  been  said.  I  do  hope  that  there  is  no 
suggestion  that  the  legislation  is  any  brain  child  of  the 
City  of  Calgary. 

THE  CHAIRMAN:  I  might  add  a  lot  more,  Mr.  Fenerty, 

but  I  might  be  accused  of  being  unkind  if  I  did. 

MR.  FENERTY;  I  am  not  concerned  with  being 

unkind,  I  am  more  concerned  with  accuracy. 


THE  CHAIRMAN: 


I  do  not  think  it  is  fair  to  try 
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and  tie  Mr.  Zinder  down  to  these  two  propositions  at  all. 

MxR.  STEER:  Would  you  look  at  page  3,  Mr. 

Zinder.  You  say  there  "In  the  present  instance,  the 
problem  is  one  of  fixing  price7’.  Now  I  would  like  you  to 
tell  me  as  to  whether  the  price  we  are  fixing  is  a  price 
for  gas  developed  to  supply  the  Canadian  Western  system,  or 
is  it  a  price  for  the  gas  which  up  to  the  tim6  of  the.  making 
of  the  regulatory  orders,  was  being  wasted? 

I  would  say  it  is  a  price  of  the  gas  at  the  well  which  is 
going  to  market  and  eventually  will  go  to  market,  that  is, 
it  is  a  price  for  gas  being  produced  which  is  now  going  to 
the  Calgary  market  or  being  repressured*  that  is,  the 
Canadian  Wes  tern  market . 

So  that  your  answer  to  my  question  is  that  what  we  are  fixing 
a  price  for  is  gas  which  is  developed  for  the  purpose  of 
supplying  tho  Canadian  Western  system,  is  that  your  answer? 
G-as  that  is  being  produced  essentially  for  that  purpose* 
yes. 

Gas  that  is  being  produced  essentially  for  the  purpose  of 
supplying  it  to  the  Canadian  Western  system,  is  that  your 
answer? 

I  said  essentially  there,  didn’t  I? 

You  did? 

Yes . 

Essentially? 

Yes  . 

Do  you  know  the  practical  operation  of  the  crude  oil  wells 
in  this  Province? 

You  mean  in  the  Turner  Valley  field? 

Yes? 
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A  I  think  I  do . 

Q,  Do  you  know  that  the  oil  is  produced  through  the  lifting 

power  of  the  gas,  and  that  until  this  scheme  of  regulation 
was  adopted  that  gas  is  the  gas  that  was  flared? 

A  Yes . 

Q,  Do  you  know  that  it  was  that  waste  and  the  waste  of  the  flares 

that  were  burning  at  the  outlets  of  the  absorption  plants,  that 

this  legislation  had  in  mind,  that  the  Legislature  had  in 

mind  when  they  enacted  this  legislation*  Did  you  know  that? 

A  I  do  not  know  the  legislative  history  of  this  Act. 

Q,  Well,  you  told  me  there  were  two  things? 

A  Yes. 

Q,  One  was  to  share  the  market  and  the  other  was  to  prevent 
waste,  those  were  the  two  objects? 

A  Well,  I  think  that  is  practically  the  case. 

Q,  MR.  MCDONALD:  You  derived  your  knowledge  from 

reading  the  Act? 

A  Yes . 

THE  CHAIRMAN:  And  the  third  one,  Mr.  Steer,  to 

be  quite  fair,  plus  the  over-production  of  the  gas  cap. 

MR*  STEER:  Well,  of  oourse,  the  over-production 

of  the  gas  cap* 

THE  CHAIRMAN:  Within  the  limits  of  the  Conservation 

BoardTs  regulations*  the  gas  cap  was  being  over-produce d  as 
well  as  the  gas  being  flared  in  the  oil  zone. 

MR.  STEER:  Quite  so.  That  is  all  a  matter  of 

waste  as  I  suggested. 

Q  Now,  Mr.Zinder,  you  either  have  knowledge  of  how  this  oil 
field  operates  or  you  have  not,  have  you? 

A  I  know  that  the  gas  is  produced  in  conjunction  with  the  oil, 
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that  is  the  casinghead  gas  from  the  oil  wells  . 

Q,  And  do  yon  know  anything  more  than  that? 

A  Broadly  speaking,  I  would  say  that  is  what  I  know  of  it.  _ 

Q,  Wo  11  do  you  know  that  until  this  scheme  of  regulation  was 

adopted,  that  that  casinghead  gas,  as  you  call  it,  was  burned 
in  a  flare? 

A  Yes . 

Q,  You  know  that? 

A  I  understood  that  was  the  gas  that  was  flared,  y6s . 

Q,  And  do  you  know  that  there  were  absorption  plants  operating- 
in  this  Province  with  residue  gas  being  burned  in  the  flare 
to  the  extent  that  the  market  could  not  absorb  it? 

A  YQs . 

Q,  And  do  you  know,  or  have  you  been  informed  that  that  is  the 

waste  gas  that  was  in  the  minds  of  the  legislature  in  enacting 
this  legislation? 

A  I  cannot  say  as  to  all  that  was  in  their  minds,  Mr*  Steer, 
but,  as  I  understand  it,  one  of  the  purposes  of  that  legist 
lation  was  to  conserve  waste  gas,  as  I  have  stated,  that  is, 
flared  gas . 

Q,  And  the  gas  that  was  being  wasted  in  the  mariner  which  I 
have  described? 

A  I  would  say  so,  yes. 

Q,  Now,  do  you  tell  me  that  that  gas,  wasted  in  the  manner  that 

I  have  described,  and  with  respect  to  the  saving  of  which 
this  legislation  was  enacted,  could  in  any  sense  be  said  to 
be  gas  produced  for  the  benefit  of  the  Canadian  Western  system? 
Do  you  say  that? 

A  Yes  . 

Q,  So  that  your  view  is,  in  answer  to  my  original  question,  that 
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the  price  we  are  fixing  is  a  price  for  gas  developed  for 
the  purpose  of  serving  the  Canadian  Western  system,  and 
is  not  a  price  for  gas  which  was  already  being  wasted? 

A  Yes . 

Q,  It  follows  then  that  in  the  period  prior  to  regulation,  that 

gas  was  produced  in  oxectly  the  same  way  before  as  after,  wasn’t 
it? 

A  I  do  not  know  I  can  say  technically  the  gas  was  produced 
exactly  the  same  way#  There  is,  as  I  understand  it,  a 
market  sharing  arrangement  with  respect  to  the  producer  which 
may  alter  the  amount  that  they  produce  now  as  compared  with 
what  they  might  have  produced  in  the  past. 

Q,  Yes? 

A  But  generally  spewing  the  gas  is  produced  in  the  same  way 
before  as  now. 

Q,  7/ould  the  gas  be  produced  prior  to  regulation  for  the  purpose 
of  supplying  the  Canadian  Western  market? 

A  They  did  not  have  that  market. 

Q,  Would  it  be  produced  for  the  purpose  of  supplying  the  Canadian 
Western  market? 

A  Wo  uld  it? 

s>  Was  the  gas  being  produced? 

A  Yes . 

Q,  Now,  Mr.Zinder,  let  us  not  start  quibbling. 

THE  CHAIRMAN:  I  think  if  you  use  the  word  nprimar- 

ily”  there,  Mr.  Steer,  your  question  would  be  clearer. 

MR.  MCDONALD:  It  did  not  make  sense  the  way  it 

was  put . 

MR.  STEER:  I  think  it  did.  Let  us  have  the 

*  reporter  read  it. 
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BY  THE  REPORTER  READING:  "Q,  Would  the  gas  be  produced 

prior  to  regulation  for  the  purpose  of  supplying  the  Canadian 
Western  market?" 

MR.  STEER:  That  is  the  question  I  want.  Now, 

the  question  I  put  to  you,  would  the  gas ...... .was  the  gas.. 

A  Yes  « 

Q,  Produced  prior  to  regulation  for  the  purpose  of  supplying 
the  Canadian  Western  market? 

A  This  residue  gas  from  the  oil  well  was  not  as  far  as  I  know. 

Q,  So  produced? 

A  So  produced. 

Q,  Were  the  practical  conditions  surrounding  the  production 
of  gas  after  regulation  from  these  crude  oil  wells  any 
different  after  regulation  than  before? 

A  The  difference  was  that  that  gas  was  to  be  considered  for 
future  use  by  the  Canadian  market. 

Q,  I  am  afraid  I  have  got  to  take  you  over  perhaps  the  Conser¬ 
vation  Board  regulations.  Do  you  know  about  them? 

A  I  am  no  t  familiar  with  them. 

Q,  Do  you  know  that  the  oil  wells  in  this  Province  have  each 
got  an  allowable  production? 

A  Yes,  I  understand  that  is  the  case. 

Q,  Do  you  'know  that  allowable  production  is  fixed  absolutely 
independently  of  any  orders  made  by  this  Board,  this  Natural 
Gas  Utilities  Board? 

A  Yes,  I  understand  that  to  be  the  case. 

Q,  Do  you  know  that,  broadly  speaking,  the  allowables  were  the 

same  subject  only  to  the  natural  variations  whioh  production 
of  oil  will  bring  about,  the  same  after  regulation  by 
this  Board  as  before? 

A  I  do  not  know  that  to  be  the  case. 
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Q,  Do  you  know  that  the  amount  of  gas  that  would  have  been 

wasted  if  regulation  had  not  come  in  would  have  been  practi 
oally  the  same  throughout  the  period? 

A  I  do  not  know  that,  Mr.  Steer. 

Q,  I  sec.  Well,  you  will  assume,  you  will  assume  first  of  all 

that  there  has  been  no  regulatory  order  made,  there  have 
been  no  regulatory  orders  made,  will  you  assume  that? 

A  All  right. 

Q,  And  you  will  assume  that  these  crude  oil  wells  are  being 

operated  under  the  regulations  of  the  Conservation  Board? 

A  All  r  ight . 

Q,  And  that  has  gone  on  up  to  the  present  time? 

A  An  right  .  , 

Q,  And  wo  have  gas  that  is  produced  from  these  crude  oil  wells 
which  is  being  flared? 

A  At  the  present  time? 

Q,  At  the  present  time? 

■ti.  ^6  S  . 
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Now  then  that  flared  gas  is  what  the  Government  had  in  mind 
in  enacting  the  legislation.  That  is  the  part  that  I  had  in 
mind.  For  my  purposes  that  is  all  I  need,  that  they  had  in 
mind  in  enacting  the  legislation.  Have  you  got  that? 

Yes. 

Now  the  purpose  of  the  Legislature  was  to  save  that  flared 
gas.  Let  us  assume  that. 

That  is  right  . 

And  the  purpose  of  the  legislation  in  no  sense  was  for  the 
development  or  the  supplying  of  that  gas  to  the  Canadian 
Western  system. 

Well  it  was  saved  for  some  purpose  I  would  judge  Mr.  Steer. 

Some  useful  purpose? 

Yes  ,  for  some  future  use. 

One  would  have  thought  that  they  had  that  in  mind,  undoubtedly. 
Do  you  still  say  that  the  price  we  are  fixing  is  a  price  for  ■ 
gas  which  was  developed  from  the  ground  for  the  purpose  of 
supplying  the  Canadi an  West ern  system? 

I  still  say  "yes",  Mr.  Steer.  Let  me  see  if  I  understand 
your  question  and  my  answer  correctly.  The  gas  which  is 
being  produced  whether  from  crude  oil  wells  or  gas  cap  wells 
at  the  present  time  in  Turner  Valley  field  has  one  major 
market  and  that  is  the  City  of  Calgary.  Some  of  that  gas 
heretofore  had  been  wasted.  It  is  now  being  conserved  and 
repressured.  Conserved  and  repressured  gas  hss  a  future 
use  in  the  same  market.  As  I  understand  it,  that  is  the 
purpose  of  its  conservation  and  repressuring  is  so  that 
that  gas  now  has  the  Calgary  market,  either  now  or  in  the 
future . 

Yes,  but  you  will  not  look  at  it  from  the  point  of  view  of 
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time  when  that  gas  is  developed  from  the  ground,  will  you? 
You  refuse  to  look  at  it  from  that  point  of  view. 

A  The  amount  of  gas  produced  is  dependent  upon  the  amount  of 
oil  produced,  I  agree  with  that. 

Q,  And  it  is  produced  for  the  purpose  of  lifting  the  oil  to 
the  surface  is  it  not? 

A  No,  I  would  not  say  that  it  has  just  that  one  purpose. 

Q  What  other  purpose  has  it? 

A  Its  market  in  Calgary  is  another  purpose  or  use. 

Q  Were  you  going  to  say  something  else? 

A  No. 

Q,  You  are  telling  us  that  the  crude  oil  well  operators  in 

Turner  Valley  are  producing  this  gas,  residue  gas  that 

» 

normally  would  be  flared  for  the  purpose  of  supplying  it 
to  the  Calgary  market? 

A  I  say  they  are  doing  that  now. 

Q  What  you  are  saying  is  that  they  are  producing  that  excess 
gas  from  the  ground,  that  they  are  producing  it  for  that 
purpose,  is  that  right? 

A  That  is  one  of  the  purposes. 

THE  CHAIRMAN:  If  I  might  suggest,  Mr.  Steer,  the  use 

of  the  word  "primary”  might  get  you  the  answer  that  I  know 
you  are  looking  for. 

Q,  MR.  STEER:  Well,  I  will  ask  is  that  the  primary 

purpose,  to  supply  the  Calgary  market?  What  do  you  say 
about  the  primary  purpose. 

A  Of  the  production  of  that  gas? 

Q,  Yes. 

THE  CHAIRMAN:  In  the  oil  zone. 

A  A  crude  oil  well.  I  would  say  it  is  to  lift  the  gas. 
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Q,  MR.  BLANCHARD:  To  lift  the  oil,  you  mean, 

A  To  lift  the  oil.  I  am  sorry. 

Q  MR.  STEER:  And  prior  to  regulation  what  was  its 

pr  ima  r y  pur p  os  e? 

A  Prior  to  regulation,  probably  its  '  sole  purpose  was  that. 

Q,  That  is  what  I  thought  you  would  say  and  really  that  is  all 

I  am  trying  to  get  you  to  tell  me. 

A  Well  ..... 

Q,  That  the  sole  purpose  of  the  production  of  that  gas  prior 
to  regulation  was  the  production  of  the  oil. 

A  Yes. 

Q  Is  that  right? 

A  I  would  say  so. 

Q,  Now  there  are  certain  parts  of  that  gas  that  do  find  a 
market  but  I  am  talking  about  the  gas  that  was  flared. 

A  Flared,  yes. 

Q,  An-d  I  am  asking  you  this,  that  the  sole  purpose  was  the 

lifting  of  the  oil  prior  to  regulation,. 

A  That  ges  that  was  flared,  its  sole  purpose  was  that. 

Q  So  that  when  this  legislation  is  going  through  the  Legis¬ 

lature  what  we  have  got  down  here  is  a  situation  where  there 
are  a  lot  of  flares  burning  at  oil  wells  and  absorption 
plants  and  so  far  as  the  oil  wells  are  concerned,  the  sole 
purpose  of  that  gas,  the  production  of  that  gas  was  to  lift 
the  oil,  is  that  not  right? 

A  That  is  right  . 

q  And  how  can  you  say  that  the  price  we  are  fixing  is  a  price 

for  gas  that  was  developed  to  serve  the  Canadian  Western 
system? 

A  Well,  that  gas  that  was  flared,  Mr.  Steer,  did  not  have  any 
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market  and  as  such  d  id  not  have  any  value. 

Q  perhaps  you  and  I  can  get  together  if  I  ask  you’ this  question 
A  All  right . 

Q,  Would  that  gas  have  been  produced  and  flared  in  the  same  way 
if  this  Statute  had  never  been  enacted? 

A  The  probabilities  are  that  it  would. 

Q,  You  know  it  would. 

A  Yes . 

Q,  Don’t  you? 

.A  What  is  that? 

Q,  You  know  it  would. 

A  I  said  the  probabilities  are  that  it  would.  I  cannot  say 
for  certain  about  anything,  that  is  dead  certain  about 
anything  of  that  kind. 

Q,  You  do  know  that  Turner  Valley  is  an  oil  field,  don’t  you? 

A  It  has  a  gas  cap,  sir.  It  is  an  oil  field,  yes. 

Q  is  there  any  other  oil  field  that  has  not  got  a  gas  cap, 

with  a  gas  lift? 

A  I  could  not  say,  offhand. 

THE  CHAIRMAN:  Mr.  Steer,  I  was  wondering  if  you  were 

through  with  this  phase  if  we  might  discuss  the  rest  of  the 
week  for  a  moment. 

MR.  STEER:  Yes,  Mr.  Chairman. 

THE  SHAIRMAN:  For  personal  reasons  I  want  to  leave 

Calgary  on  Eriday  morning.  I  am  prepared  to  sit  till  noon, 
but  for  personal  reasons  I  would  like  to  get  away  in  the 
morning.  Now  if  it  will  facilitate  natters  at  all,  I  am 
prepared,  if  you  Gentlemen  are,  to  sit  in  the  afternoons 
as  well  as  in  the  mornings,  in  which  case,  of  course,  I 
think  perhaps  we  should  not  start  till  10  o’clock,  I  do 
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not  think:  we  should  sit  as  long  a  period.  But  if  that  cannot 
be  arranged,  then  it  is  quite  all  right  and  I  am  prepared  to 
sit  till  noon  on  Friday. 

MR.  BLANCHARD:  I  am  sorry  to  say  that  I  have  made 

appointments  that  prevent  me  being  here  in  the  afternoon, 
because  I  assumed  we  had  no  afternoon  sittings. 

MR.  MCDONALD:  Our  position  is  this.  We  have  Mr.  Zinder 

here  and  the  chances  are  he  will  not  be  available  for  another 
six  months  in  view  of  his  obligations  in  other  quarters.  The 
Gas  Company  have  two  parties  here  who  are  interested  in  this 
phase  of  Mr.  Zinder 's  evidence  and  the  question  of  competitive 
fuels  or  the  price  of  in  Calgary  as  compared  to  coal  and 
other  commodities.  I  anticipate  that  we  will  be  able  to 
deliver  to  the  parties  about  early  afternoon  tomorrow,  if  not 
noon,  the  revision  of  the  submission  regarding  competitive 
fuels.  I  then  hope  Mr.  Zinder  will  deal  with  it  and  Mr.  Steer 
will  have  with  him  those  parties  who  are  interested  in  that 
phase  of  the  work  and  who  can  instruct  him  in  cross-examin¬ 
ation. 

THE  CHAIRMAN:  Well  that  will  depend  to  some  extent  on 

the  cross-examination  from  now  on. 

t 

MR.  MCDONALD:  Yes,  I  think  that  is  possibly  so.  What 

I  had  in  mind  was  this  that  if  this  can  be  put  in  possibly 
by  Friday  morning,  and  cross-examination  on  Friday  after¬ 
noon  and  then  on  Monday  ..... 

THE  CHAIRMAN:  I  will  not  be  here  Monday,  Mr.  McDonald. 

MR.  STEER:  I  am  not  at  all  sure,  sir,  that  if  this 

Brief  is  to  be  revised  and  being  presented  by  Mr.  Zinder,  I 
am  not  at  ell  sure  we  are  going  to  be  in  a  position  to  cross- 
examine  on  it,  if  it  is  furnished  to  us  say  on  Friday  morning. 
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MR.  MCDONALD: 


I  said  Wednesday  morning. 


MR.  STEER: 


Or  Wednesday  morning.  We  are  pretty 


busy  with  other  things  right  now. 


MR.  FSNERTY: 


Our  ability  to  be  ready  to  cross-examine 


on  that  report  necessarily  depends  to  some  extent  on  the 
length  of  it.  As  far  as  I  am  concerned,  I  have  every  day 
and  every  night  of  this  week;  that  I  am  willing  to  devote 
to  this  but  if  I  am  here  I  cannot  be  analyzing  those  figures. 
That  is  the  only  thing  I  have  to  say.  I  am  agreeable  to  any 
arrangement  that  is  made. 

THE  CHAIRMAN:  We  will  just  have  to  carry  on  and  see 

wh  at  ha  ppe  ns  . 

MR.  BLANCHARD:  There  is  no  possibility  o  f  Mr.  Hamilton 

being  required  this  week,  I  take  it,  sir. 

THE  CHAIRMAN:  None  at  all. 

MR.  STEER:  I  w'ould  suggest  that  my  learned  friend, 

Mr.  McDonald,  let  us  have  that  report  as  soon  as  he  can 
because  we  will  endeavour  to  facilitate  the  cross-examination 
on  i  t  but  w  3  cannot  do  the  impossible. 

MR.  MCDONALD:  Will  you  let  me  have  your  engineer? 

MR.  STEER:  He  is  not  here. 

(At  1*1  is  stage  the  Hearing  was  adjourned  until  9.30  A*M. 

14th  November,  1945,) 
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